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Life Can 


Be More Interesting 
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for Your Friends 


Around the World 
=—with World Report 





If you were to ask your friends who live abroad what you could send them 
that would add most to the interest of their day-to-day living, they’d probably 
say: “MAIL—more letters, more magazines.” 


And if they knew about World Report—the one American magazine which 


is written so it can be read with equal interest in New York, Shanghai, London, 
or Rio—we believe it would rate “tops” on their lists. Particularly if they have 
a business relationship with this country. 

For some of them, you'll probably want to enter gift subscriptions. But if 
your list is large, you'll be doing them almost as big a favor simply to let them 
know that such a magazine is being published. 

The best way to do that is to send them a sample copy—and with that 
thought in mind, many of our subscribers have asked us if they could have 
sample copies of World Report sent to lists of their friends in other countries. 
The answer is that such lists are wanted and welcomed by the Publishers. 

One of the things which has been the source of great satisfaction to us in 
publishing World Report, has been the enthusiasm with which the magazine has 
been received by those outside of the United States. Most of those readers— 
they make up 5% of World Report’s weekly audience—have come to us as a 
result of recommendations by our U. S. subscribers. 

When you send in your list, be sure to tell us whether you want us to use 
your name in sending the copy, or whether you prefer not. Please mark your 
list for the attention of the Subscription Manager. 


World 


Report 





1229 TWENTY FOURTH STREET, N.W., WASHINGTON 7, D.C. 
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Private trading with Germany now is 
restored. For the first time since the war, 
buyers from other countries may deal di- 
rectly with German businessmen in Brit- 
ish, U. S. and Russian zones. Actual con- 
tracts may be signed for the purchase of 
German products. Private transactions in 
the merged U.S. and British zones still 
must fit into the over-all export-import 
program, The Soviet Military Administra- 
tion must give final approval to all busi- 
ness in Eastern Germany. Occupation 
authorities continue to control all German 
imports. American authorities have pre- 
pared businessmen’s guides in several 
languages to help boost exports. 


o 9° 9 


Return of war surpluses to the U.S. 
again is to be restricted. Automobiles, 
trucks, jeeps, automotive equipment, 
building equipment and material, ma- 
chine tools, electrical equipment and 
other items of surplus property con- 
sidered by the Government to be in ade- 
quate supply in the U.S. no longer may 


be bought abroad and shipped to the 


-U. S. Other items of surplus property are 


to be added to the ban each month. 


o °o 9 


Poland has more trucks but less gaso- 
line than before the war. There are 30,- 
000 trucks in Poland, three times the pre- 
war number. They need 250,000 tons of 
gas a year. But Poland has lost 80 per 
cent of her oil production to Russia. Plans 
call for stepping up output of synthetic 
oil. 


The’ British automobile industry 
shipped 56,654 passenger cars abroad in 
1946. Total production was 125,947. In 
December alone, 11,873 cars were ex- 
ported; that is more than three times the 
prewar rate. Of 76,467 trucks and busses 
made in Britain last year, 24,914 were 
sold overseas. The industry’s backlog of 
orders still runs about two years. A big- 
ger model car is being planned for ex- 
port competition. 


Copra shipménts from the East Indies 
are to be speeded by U.S. aid. Depart- 
ment of Agriculture experts are to give 
technical assistance and machinery to 
Indonesia to expedite the production of 
native vessels called prahus used to bring 
coconuts to port from outlying islands. 
More than half of a prewar fleet of 5,000 
prahus was destroyed during the war. A 
standardized model now is to be pro- 
duced in quantity. 
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The first motion-picture production 
since the war is under way in the U.S. 
zone in Germany. One picture is being 
filmed at Tempelhof and another at 
Munich. Three American pictures have 
been synchronized into the German lan- 
guage in Berlin. Two documentary films 
have been made in Munich. There are 
880 moving-picture theaters in the U. S. 
zone. 


oo 9 


Iron ore has been discovered in Lower 
California. Mexican geologists estimate 
that the deposits, found about 250 miles 
south of Ensenada, contain 30,000,000 


tons of ore. 


oo 9 


The Chinese textile industry is the only 
business earning profits for the Govern- 
ment. All the cotton mills built and 
equipped by. Japanese occupation forces 
along the Chinese coast were taken oyer 
by the Chinese Government soon after 
the surrender. About half of .China’s 
4,000,000 spindJes now are operated by 
the Government. Annual output is about 
168,000 tons. Obstacle to regaining pre- 
war self-sufficiency in cotton cloth is 
China's present dependence on imports of 
raw cotton for 75 per cent of her needs. 


o oO 9 


Canada is easing wartime rent con- 
trols. Certain classes of commercial prop- 
erties now are freed from all controls. A 
25 per cent increase in rents is to be al- 
lowed in other classes of buildings. 


oo 9 


The U.S. Government earns $10,- 
000,000 a year from alien businesses it 
controls. About 400 businesses were 
seized from enemy owners during the 
war. Assets thus controlled by the U. S. 
now total $288,000,000. The biggest in- 
dustry seized employs 7,000 workers. 


o °o 90 


Textile machinery for India is to be 
built in India by a joint British-Indian 
company. A plant manufacturing spin- 
ning machinery will be set up with British 
equipment. A majority interest in. the 


$5,000,000 firm will/be held by Indians. 


o 0 Oo 


Machinery and equipment in Japan 
owned by the Allies before the war is to 
be exempt from reparations claims. AIl- 
lied headquarters has directed the Japa- 
nese Government to exclude all items that 
were owned wholly by Allied nationals 
before Dec. 7, 1941. 
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Hen whiecatt hoose 
PICK BRITISH COLUMBIA 


SCIENTIFIC research is 
unlocking vast industrial 
wealth in British Columbia. 


It will pay you to check 
the industrial opportuni- 
ties listed here! Many are 
unique and all worth in- 
vestigating — and living 
conditions in B.C. are ideal. 


Check This Partial List: 


CERAMICS—Such as bricks, tiles 
and pipe. GLASS. HYDROMAG- 
NESITE—Cements and magnes- 
ium chemicals. BENTONITE Pro- 
ducts such as Bleaching Clays. 
DIATOMITE UTILIZATION. SLAG 
UTILIZATION for foam gloss 
ond mineral wool. FERRO- 
ALLOYS. WOOD FERMENTATION 
CHEMISTRY — derivatives for 
chemicals and plastics. MARINE 
PLANT products. BARITE — 
borium chemicals. QUICK-FREEZE 
PACKING and dry ice produc- 
tion. IRON ORES. ZINC DYE 
casting for toys and ornoments. 
LEAD ALLOYS and pigments. 
FLUORSPAR. HYDROGENATION 
of fish and vegetable oils. FER- 
TILIZERS. TEXTILE INDUSTRIES 
NEEDLE TRADE. 


* 
Business is moving- 
to British Columbia 


JOIN THE MARCH! 
- 


Write for free booklet giving indices, 
markets, industrial opportunities. 
and advantages of Britizh Columbia 


DEPARTMENT OF 


TRADE & INDESTRO 


VICTORIA, B.C 


GOVERNMENT OF 
BRITISH COLUMBIA 


CANADA 
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The crisis in Britain is being felt all around the world, and will 
continue to influence the lives of millions of people for many months 
to come. Readers will be impressed with that fact as they go through 
this issue. The British situation bobs up everywhere in the world, 
influencing happenings far from the British Isles. 

# # * 

The Moscow Conference takes a new turn, for example, because 
British industries need coal. A dispatch on page 5 sets out the home- 
front influences at work in the Big Four conversations. 

ee @ 7 

Can Britons be free and still solve their acute industrial crisis? A 
Labor Cabinet, elected by Labor votes, winces at the thought of 
limiting the right of a worker to take a jeb or leave it alone, as he 
chooses. But the question is at hand: Can Britain make it with free 
labor and controlled industry? We present on page 8 a detailed report 
on this problem, which the Labor Government must solve. 

* * aa 
“From Canada—On Credit” has become a familiar shipping tag in 
many countries. Now it is becoming a problem, too. A dispatch on 
page 20 explains that Canada cannot continue much longer to credit 
goods to Europe while paying cash for purchases from the U. S. 
Other things than credit enter in. 

Paper vs. food is an example. Canada’s boxcars are needed to move 
grain to port for shipment to hungry Europe. Thus, it is difficult to 
ship wood pulp, at a time when the world is woefully short of paper. 

Such things, incidentally, explain one of our own problems. Because 
of the shortage, we cannot get all the coated paper we would like. 
We expect this situation to be straightened out before-long, but mean- 
time we ask our readers to bear with us when, on occasion, they find 
their magazine printed on uncoated paper. 

*~ * * 

The Russian Army is a subject of constant speculation among diplo- 
mats, soldiers and the man-in-the-street the world over. How strong 
is the Soviet Army? What is its future? 

The answer is a matter of importance to all people. For this issue, 
World Report's analysts have produced some highly interesting con- 
clusions about the military strength and plans of the Soviet Union. 
You'll find what they discovered on page 12. 

.* 7 * 

The “voice of America.” The report on the Soviet Army, inciden- 
tally, will help in an understanding of why the U.S. is sending radio 
news directly to the Russian people, an undertaking explained on page 
10. Everybody is talking about the broadcasts, what they contain, how 
they are received. But here is the more important story of “why.” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of March 1l; 1947 
Volume 2, No. 10 


It is necessary now to get set for a swift turn of events, to grasp clearly 


what is troubling the world, why the U.S. and Russia face big decisions, why things 
are to get worse with Britain before they get better. It all needs sorting out. 


. Very simply, Europe and Asia are in distress, weaker than had been realized. 
British Empire is having to cut its losses. Britain, at the center, is . 

poor; is no longer able to keep much of the world stable and in working order. 
Russia wants to show a bold face outside, to repair war damage internally. 
U.S., potentially, is the great new power, able to put the world on its feet. 
Those are the basic positions. That's the underlying situation. 


As matters are developing in actual practice..... 
Britain would like to shift some burdens gradually, into friendly hands. 
British policy aims at enlisting as much U.S. assistance as she can get. 
Aid in Greece is a start, a first request of the U.S. in the Mediterranean. 
Aid in Turkey is a next step, a near certainty if Greece is underwritten. 
Aid in Palestine is still a British hope, despite the Bevin-Truman exchange. 
Help in Germany, a smaller share of cost for Britain, is a future prospect. 
More help in Britain, credits from the World Bank perhaps, lies just beyond. 
It adds up to a realistic approach, a recognition within Britain that it's 
less and less a world of the Big Three and more and more just Russia and the U.S. 








And, then, on the Russian side of the picturs...«. 

Russia is alert to a chance of filling any vacuum left by Britain. 

Russian policies are policies of expansion, of Communist infiltration. 

Russian ambitions are limited only by a desire to recover internally. 

In brief, Russia has to decide whether there is any risk in moving quickly 
to take advantage of Britain's weakness abroad, or whether Russia had better sit 
back and gamble on time and discontent and suffering to do the job of promoting 
the Communist idea among large numbers of people over much of the world. 











A different question arises for the U.S. The issue is this: 

Whether to sit on the side lines, supply more advice than aid, and hope that 
Russia is too preoccupied at home to act. Then, communism might win by default. 

Or, whether to use U.S. resources heavily to ease tensions, to share goods 
and dollars to influence people, to take on more and more responsibility. 

In other words, there is to be something of a showdown, a test of intentions 
that should show if the U.S. is willing to bear the cost of world leadership. 





. (over) 
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WORLD GiAM—— (Continued) 
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Specifically, as the situation-affects the Moscow Conference. cece 

Secretary Marshall is determined to do business rapidly. 

Delay over Germany, in Marshall's view, really would be a major detour. 

Idea held by Marshall is to return to Washington soon if the meeting lags. 

As usual, Secretary Marshall is accustomed to thinking in global terms. His 
concern is that he might get too busy with details about Germany, might be mis- 
led by Russian bargaining. He intends to get back to headquarters, to the cen- 
ter of his power, as fast as he can. There's a chance, of course, that Russia's 
Stalin may be ready to reach an understending on broad issues, may feel the time 
ripe for a deal across the board. One w~ or the other, the results will show 
up rapidly. The U.S. will sacrifice little time in quibbling. 











Specifically, as the situation affects the future of Greece..... 

U.S. policy, at this time, is to resist Russian penetration of Greece. 

Food and funds are favored, if necessary, to back up Greece's armed forces. 

Not that Britain's commitments are to be taken over blindly. They're not to be. 

The official attitude is that the U.S. will neither invite nor shirk a test 
of strength with Russia over Greece. According to this line of thinking, Presi- 
dent Truman's approval of a quiet yet firm policy is the best course. Congres- 
Sional leaders of both parties are being consulted, but the responsibility to 
act is the President's. Just now there is no plan to dispatch U.S. troops or 


air squadrons to Greece. That's a bridge that will be crossed.by the policy- 
makers only when and if it has to be crossed. 











At home, inside the British crisis, it's seen that more output per worker 
is industry's basic need, but there's no certainty of an early improvement. 
Redistribution of man power among key occupations is difficult to arrange. 
Re-equipment of industry is to be slow, is to cost many precious dollars. 
Worker efficiency can only rise rapidly with an end to material shortages, 
with better teamwork in using new machinery, with less labor turnover. 
Importation of labor, at best, is regarded as only a makeshift remedy. And 
bringing skilled workers across from Europe is easier to plan than to do. 
Labor's resentment to refugee workers first must be overcome. 
Housing shortage, acute now, will intensify once outsiders come in. 
Training of workers from abroad to man British jobs takes valuable time. 
In the long run, Britain's salvation lies in more efficient equipment, a 
planned use of man power and a consequent reduction in economic costs. You get 


an analysis of the production problem on page 8 and an explanation of the ob- 
stacles to importing workers on page 17. 























And, then, as things are shaping up in the Western Hemisphere..... 

Trip to Mexico by President Truman is being watched in Argentina. 

Chief result is likely to be psychological. There are no big deals. 

President Aleman of Mexico soon is to repay President Truman's visit. 

It's the sort of thing President Peron of Argentina would like to enjoy 
himself, if he could. U.S. idea seems to be to make it clear to Argentina that 
U.S. has much to offer in the way of credits, markets, trading advantages and 
prestige to those countries in her good graces. It's a hint, too, that Mexico 
has economic potentialities, could furnish the rest of Latin America with many 
of the goods that Argentina intends to export. 
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EUROPE’S FATE AT MOSCOW LIES 


IN HANDS OF U.S. AND RUSSIA 


Gravity of their problems at home 
prevents Britain and France from 


assuming major roles at Conference 


The whole world now looks to 
the United States to settle Europe's 
problems in a situation complicated by 
the attitude of Russia. 

This is the meaning of what is 
happening on the eve of the Moscow 
Conference. The Big Four now have 
become the Big Two. 

Britain is asking the U. S. to take 
over her commitments in Greece and 
Turkey because Britain is not strong 
enough to bear them alone. France is 
divided at home. It is put up to the 
U.S. to take the lead in meeting Russia 
in world affairs. 

At Moscow, the U.S. is to be con- 
fronted with the choice of arriving at an 
agreement between Russia and the West, 
or of putting up more money, and per- 
haps the arms, to check any Russian ex- 
pansion. 

@ The burden, which Britain says her 
taxpayers no longer can bear, is the ex- 
pense of supporting Greek and Turkish 
governments. But the real load on Britain 
consists of home problems, not world 
problems. To survive a desperate crisis 
of her home economy, Britaim needs all 
available man power, all available cash. 

So Britain is to cut off the flow of 
mohey, is to call back the soldiers with 
which she has been bolstering up a shaky 
Government in Greece against Greek and 
other allies of the Russians. Before getting 
out, Britain is warning the U.S. that, if 
America does not take her place in 
Greece, the Russians may. 

Greece and Turkey are the keys to 
the Eastern Mediterranean, to the Dar- 
danelles and to the oil-rich Middle East. 
General of the Army George C. Marshall, 
U.S. Secretary of State, knows the stra- 
tegic importance of these areas. 

At the Moscow Conference, Marshall 
will want to stand up to Russia. But be- 
fore doing this, Marshall must first look 


home to see how many sacrifices the 
American people are willing to make to 
back up such a policy now that Britain 
can carry less of the burden. His only con- 
solation is that Russia’s Foreign Minister, 
Vyacheslav Molotov, has home _ prob- 
lems, too. 
@ Home ties make bargaining difficult 
for each of the Big Four delegations. 
Americans do not want to pay the 
world’s way to peace. Many feel they 
have done more than their duty already 
with loans, gifts and losses in mark-down 
sales that total about $27,000,000,000. 
Marshall knows that many Americans 
are more interested “in new cars and con- 
sumer goods than in his work, are inclined 
to relax as only interested spectators in 
world affairs. Marshall voiced regret at 
this in a speech at Princeton last month, 
but he cannot disregard the mood of 
Americans when he talks at Moscow. 
Marshall must think of dollar savings 
for U.S. taxpayers. He must remember 
that Congress plans to cut into the budget 
for armed forces which one day may be 
needed to back up his policies. He must 


as, 
= 


take into account the argument over high 
tariffs vs. free trade. 

Russians, though they have little voice 
in their own Government, are a real con- 
cern to the top Communists who run the 
country. Russians have been taught to 
feel they did most of the fighting, had 
most of the losses and deserve most of 
the profits ‘of victory. They look to their 
leaders to squeeze what they can out of 
the conquered nations. 

Molotov knows that his countrymen no 
longer are completely ignorant of life 
in the “capitalist” world of the West. 
Millions of ex-soldiers throughout the 
Soviet Union are telling what they saw in 
Prague, Budapest and Berlin. There ‘is 
no visible danger of revolt in Russia, but 
there is danger of apathy and weariness 
that may wreck plans to increase produc- 
tion by 1950 to one and one-half times 
the prewar level. 

Molotov must think of getting as much 
as possible out of the conquered lands 
and the West for his home folks; he must 


keep the 4,000,000 Axis prisoners now in 


Russia working there as long as he can; 
he will do his utmost to obtain reparations 
out of current production. 

Britons now are grimly aware that they 
may not be able to rescue their national 
economy. They know that they do not 
have the cushion of wealth which enabled 
them to “muddle through” other crises. 

Ernest Bevin, Foreign Secretary, knows 





—International 


THESE THREE AWAIT THE BIG FOURTH 
The spokesmen: for France, Bidault; for Russia, Molotov; for England, Bevin 
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AMERICANS: DO THEY 
PUT LUXURIES AHEAD 
OF WORLD PROBLEMS? 


RATION-WEARY 
BRITONS ARE WORRIED 
ABOUT BRITAIN’S FUTURE 


the weakness of his nation to be self- 
evident. He dare not ask Britons for many 
more sacrifices. He must cut down Brit- 
ain’s commitments throughout the world 
in order to be able to reduce the armed 
forces from the present total of 1,427,000 
men to 1,087,000, the target for March 
31, 1948. Britain needs these men to help 
with work at home. 

Frenchmen see the logic of their 
national plan for economic recovery, but 
they are weary of the cold and hunger 
of sacrifice. They are divided between 
Communists and anti-Communists. Some 
Frenchmen want to strike for better 
wages now; others are willing to wait, 
but not for long. 

Georges Bidault, French Foreign Min- 
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ister, is no Communist, but he must 
remember at Moscow that French Com- 
munists could throw him out of the Gov- 
ernment. He knows that Frenchmen want 
all the loans they can get from the U. S.., 
but, like the Russians, want to squeeze 
all they can get out of Germany. 

@ World ties bind each of these peoples 
to the principle of co-operation. 

Trade is vital to all of them. Britain 
and France must live on it; the U.S. 
looks to exports when the home market 
is sold; Russia needs imports to speed her 
progress under the new Five-Year Plan. 

Peace and security are the primary 
concern of all people of all countries. 

@) Tug of war between home problems 
and world problems divides not only peo- 
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SHRINKING BUYING 
POWER PREOCCUPIES 
FRENCH WORKINGMEN 


ples but even the issues to be faced by 
the foreign ministers at Moscow. This 
struggle limits what can come out of ‘the 
Moscow Conference. 

At best, agreements may be reached 
on Austria’s peace treaty. A start, but only 
a start, may be made on how to rule 
Germany now. ) 

At worst, Marshall may find Moscow's 
talks useless; may come home before 
April empty-handed. “Agreements” may 
be only written records of disagreements. 

Midway between best and worst, the 
foreign ministers may leave a narrow 
opening to a peace settlement, an opening 
through which they may pass when the 
home folks are able or ready to make the 
necessary sacrifices. 
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GERMANY TO BE ASKED 
TO REPAY RELIEF COST 


Britain, U.S. want reimbursement 
given priority Over reparations, 
in contrast with Russian demands 


A German policy based on busi- 
ness principles now is getting priority in 
the U.S. and Britain. Its major objective 
is to treat Germany in such a way she 
can repay the money the two governments 
expect to spend by 1950 for food, relief 
and raw materials for Germans. 

The plan is manifested in Her- 
bert Hoover's recommendations that all 
U.S. relief expenditures abroad be re- 
_garded as loans rather than as gifts. 
German reparations payments to Russia 
or to anyone else, on that basis, would 
have to take a back seat. Anglo-Ameri- 
can attention now is centered on schemes 
to ensure recovery of the nonmilitary 
expenses of their occupation. 

As the Moscow Conference approaches, 
policy-makers in London and Washington 
want to make Germany prosperous 
enough to support herself and to pay her 
debts to British and American taxpayers. 

@ The rate of repayment can be con- 
trolled by U.S. and occupation author- 
ities. 

One device, suggested by Hoover, 
would be to levy a tax on German exports, 
starting in 1950 when Western Germany, 
it is hoped, will have an export surplus. 
How slowly or how quickly Germany could 
repay her relief bill would be determined 
not only by the rate of exports from a 
revived economy, but by the size of a 
tax levy placed on those exports. 

A moderate tax, on exports would 
enable Germany to repay the U.S. and 
Britain in about a generation. Assuming 
exports of $1,000,000,000 a year, and 
an export tax of 5 per cent, it would 
take Germany 25 years to repay the 
U.S. and Britain for relief supplies cost- 
ing $1,235,000,000. At 10. per cent, re- 
payment would take about 13 years. Still 
unanswered would be the question of 
paying for the industrial raw materials 
imported by the U.S. and British zones 
of Germany after the surrender. 

A total tax, seizing all surplus funds 
earned by Germany in export trade, 


might pay the bill somewhat sooner. In 
a few years after World War I, Germany 
paid in cash for the civilian relief sup- 
plies she got during the armistice period. 
The total bill came to $282,400,000. The 
difference is that Germany repaid that 
sum out of her gold stocks and other 
liquid .assets. This time such assets al- 
ready have been seized as reparations. 
@ The whole German problem, the 
heart of Europe’s ills, is to feel the effect 
of the determination to make Western 
Germany pay for itself. 

A higher standard of living for Ger- 
mans in the Western zones of occupa- 
tion is sure to result. This is on the theory 
that a beggar cannot pay off any debts. 

On the basis of his findings in Ger- 
many, Hoover urges that more food be 
provided. He recommends that the U. S. 
and Britain each spend $475,500,000 by 
July 1948 in their respective zones, now 
fused for economic purposes. Eventually 
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HERBERT HOOVER IN GERMANY 
He recommended a solvent economy 


this would raise German rations from the 
present level of 1,550 calories a day 
toward a goal of 2,000 a day. 

More industry for Western Germany 
also is likely. The wartime idea that Ger- 
many could be turned into a land of farms 
and pastures has been discarded com- 
pletely. The industrial level agreed upon 
a year ago by Britain, the U.S., France 
and Russia is considered too low. West- 
ern Germany now is to be allowed to 
make more steel, to keep more factories 
and to turn out more manufactures of 
all kinds than previously contemplated. 
The United States Government and pri- 
vate investors are ready to help prime 
the pump. 

Higher exports are expected to follow. 
British-U. S. plans call for $1,000,000,000 
of exports a year from Western Germany 
by 1950. This would be enough to pay 
for current imports of food and raw 
materials and still would leave a surplus 
to pay off advances by British and U. S. 
taxpayers. 

Reparations will be harder to extract 
from Germany under this policy. German 
exports will go first to pay for goods 
imported into the U. S. and British zones 
since the surrender. By 1950, this might 
total $2,000,000,000. Russian demands 
for reparations out of current production 
will have to compete with these Anglo- 
American claims. This principle—imports 
as a first charge on exports—is written into 
the Potsdam Agreement signed by Brit- 
ain, the U.S. and Russia in 1945. The 
Western Allies will insist that this agree- 


ment be carried out. 


Economic unity of Germany cannot 
be achieved unless U.S. and British de- 
mands for repayment are reconciled with 
Russian demands for reparations. 

German trade, at least from the West- 
ern zones, will have to be principally with 
Western countries for many years to come 
if Germany is to earn the dollars and 
pounds sterling to pay her relief debts 
to the U.S. and Britain. This means that 
Germany could not do much business 
with the “ruble countries” that now point 
their trade toward Moscow. 

An easier peace than seemed likely 
the day that Hitler disappeared is now 
in prospect for Germany, because the 
American and British governments feel 
they can not get their investment back 
as long as Germany remains in poorhouse 
condition. 

q@ A general trend in U. S. world policy 

is foreshadowed by this new turn in the 
attitude toward Germany. Overseas relief 
policies of the U.S. Government are to 
be influenced more and more by a desire 
to ensure repayment for funds and 
supplies sent abroad. 
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BRITAIN TO CUT FORCES ABROAD 
IN EFFORT TO AVOID LABOR DRAFT 


Overseas commitments sacrificed 
to bring home men and money 
needed in mines and factories 


Reported from LONDON 
and WASHINGTON 


Great Britain is having to retreat — 


from some of her outposts abroad in 
order to preserve her democracy at home. 

Man power and money now pro- 
tecting strategic and economic interests 
overseas are being called back to London. 
Britain is asking the United States to 
- share the burden in Greece, freeing Brit- 
ish troops and expenditures for use in- 
side the British Isles. 

The alternative, in view of the 
industrial crisis, is to put British man 
power under a.wartime draft, denying 
workers freedom of choice. But the labor 
Government would rather pull out of 
Greece, especially if the United States 
were prepared to move in, than order 
English workingmen to go into mines 
and factories against their will. 

The choice put up to the U.S. is to 
take over some of Britain’s commitments 
in Greece, or see Russia move in. Greek 
Communists, aided by arms and encour- 
agement from Soviet satellites on Greece’s 
borders, are reportedly getting bolder as 
the British force at Athens dwindles. 

Now British officials say the remaining 
10,000 troops must be evacuated within 
three months, and London will not supply 
arms to Greece after March 31. Whether 
or not American troops replace British, 
the U.S. is invited to take over some or 
all of Britain’s obligation to equip the 
Greek Army. Cost, to the U.S., would 
apparently be in excess of $100,000,000. 

A Greek Army outfitted with U.S. and 
British weapons, it is assumed, could 
stand off any probable threat from guer- 
rillas and Communists. In addition, econ- 
omic aid from America, and perhaps some 
form of Anglo-American commission sta- 
tioned in Athens to help run the Govern- 
ment, might be necessary to keep the 
country—and the Dardanelles—in the 
Anglo-American camp. 

@) The British retreat from areas long 
considered crucial to defense of the 
British Empire is being conducted re- 
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luctantly, partly under pressure of cir- 
cumstances, partly in response to senti- 
ment within the Labor Party. 

To get the British Raj out of India and 
Burma long has been a Laborite aim. Use 
of British troops and money to support a 
rightist government in Greece has been 
hard to reconcile with Socialist ideals at 
home. Maintenance of armed forces any~ 
where, in order to preVent Russian pene- 
tration, has been criticized by left-wing 
Laborites who think Soviet policy is not 
aggressive. 

But whatever Socialist policy abroad 
may be, February's blizzards and indus- 
trial paralysis have left the Labor Gov- 


ernment little choice. The Cabinet is told 


by its supporters that Great Britain can- 
not afford a defense budget of $3,600,- 
000,000. Every British soldier stationed 
Overseas, it is pointed out, is in fact a 
drain on the country’s finances—a drain 
that must be made up by increasing ex- 
ports. And the export goal, even without 
this added strain, is already higher than 
Britain can reach without more men and 
au extraordinary increase in production. 
@ The battle of production, actually, 
has barely begun. 

Industries shut down completely by 
Government order on February 10, to 
conserve coal, are coming back into pro- 
duction slowly. A short week is to be the 
rule in many plants until reserves of coal 
and electric power ware accumulated. 
Shortages of components, and of raw ma- 
terials, will hold up production in some 
industries even after power is available. 

It will be May 1, the House of Com- 
mons has been told, before fuel and 
power return to the level they were in 
mid-January, when allocations of coal to 
key industries were cut by the Govern- 
ment to 50 per cent of requirements. And 
it will be two or three years, according to 
Sir Stafford Cripps, head of Britain’s 
Board of Trade, before both industrial 
and domestic demands for power can be 


met in full. Until then, rationing of both 
fuel and power to consumers will be 
necessary. 

Britain’s export goal for 1947, never- 
theless, is set at a level one third above 
that of 1946. This means that by the 
end of 1947 exports should be streaming 
out of England at a rate 40 per cent 
higher than before the war. Before the 
February crisis, the goal for the end of 
1947 had been fixed at 50 per cent 
above prewar volume. Thus the indus- 
trial stoppage of the last few weeks, the 
Government estimates, cost the country 
one fifth of the increase planned for 1947. 
@ The Socialists’ dilemma, right along, 
has been how to direct scarce materials 
and scarce labor into the most essential 
jobs without putting the entire economy, 
including the workers into a straight- 
jacket. 

“In normal times,” says the Labor 
Government in its economic budget for 
1947, “the people of a democratic coun- 
try will not give up their freedom of 
choice to their government. A democratic 
government must, therefore, conduct its 
economic planning in a manner which 
preserves the maximum possible freedom 
of choice to the individual citizen.” 

On this principle, the Labor Govern- 
ment has lifted wartime controls over 
man power. The rules which restricted 
the freedom of choice of most British 
workers during the war now apply to 
only a minority—in building, agriculture, 
and dock services. Most of Britain’s 18,- 
000,000 gainfully employed are free to 
work where they please. 

The trouble is that not enough workers 
have wished to work in the coal mines, 
in foundries and textile mills, in produc- 
tion and services most essential to Brit- 
ain’s export-or-die program. Wage rates 
are blamed in some instances, working 
conditions in others, a lack of housing in 
still others. 

As a result, scarce labor and materials 
have been found going into goods of little 
value for export, and which Britons in an 
austerity regime might get along without. 

For example, British manufacturers 
turned out 700,000 electric heaters dur- 
ing the last quarter of 1946, while at the 
same time the Labor Cabinet and the 
Central Electricity Board were begging 
consumers to reduce consumption. 





} 
i 


























Critics of the Government now ask 

why raw materials were permitted to go 
into these heaters, and why the workers 
who made them were not shifted to more 
urgent jobs. 
@ The way out of this dilemma, the 
Labor Cabinet seems to believe, is 
through measures short of wartime com- 
pulsion. 

A night shift for 7,000,000 workers, a 
third of those in manufacturing indus- 
tries, is proposed as a temporary expedi- 
ent to spread the load on power plants 
sufficiently to permit the operation of all 
industries. But whether the workers 
themselves will accept this proposal re- 
mains to*be determined. 

Labor from overseas, though feared by 
trade unionists, is to be brought in to 
work in Britain’s mines, foundries and 
textile mills. Demands that at least 100,- 
000 immigrants be put to work in the 
mines, however, are not to be met. Total 
importation planned by the Government 
for all industries is less than 100,000. 

Incentive payments to stimulate higher 
output per worker now have the blessing 
of the Labor Cabinet, though apparently 
not of all union leaders. To the rank and 
file of labor incentive pay looks very 
much like the speed-up. 

Better food and housing for miners, 
along with improved working conditions, 
are authorized, despite the policy, long 
pursued by the Government, that no 
sections of the population should have 
exemption from the general austerity. 
«) Labor itself, aided by a sympathetic 
Government, is counted on most of all to 
win the battle of production without re- 
sort to compulsion. For proof, Govern- 
ment officials point to the National Union 
of Mineworkers. 

With the prospect of nationalization, 
the Mineworkers’ Union put money into 
a drive for higher output per worker and 
for recruitment of more miners. Wage 
increases already had raised the indus- 
try from 87th on the wage list in 1939 
to close to the top when the mines were 
taken over by the Government. 

Miners on the job numbered 645,000 
by the end of 1946, as against 621,000 
at the beginning of the year. Recruit- 
ment in January 1947, reached a new 
high, with 4,800 men entering the mines. 

Output rose from 3,250,000 tons a 
week in January 1946 to 4,000,000 tons 
a week by December. In the same period, 
production per man shift rose from 1 ton 
to 1.07. 
q| Given a free choice, both the miners 
and the Labor Cabinet contend, Eng- 
land’s workers can produce what is 
needed. But it will take more men as well 
as more output per man to turn the trick. 
Man power released from Britain’s armed 
forces in Greece, perhaps in Palestine 
and elsewhere, is counted on heavily. 
The British Government now is prepared 
to reduce its commitments abroad in 
order to preserve democracy at home. 
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FOR ACHES AND PAINS: Hot-water bottles 
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U.S. BROADCASTS TO SOVIET UNION 
MARK SHIFT IN OVERSEAS POLICY 


Doctrine of nonintervention in internal 


affairs of other countries is revised 


to break through 


A radical change in the way in 
which America deals with other nations 
in time of peace lies behind the .radio 
broadcasts now beamed by the United 
States Government to Soviet Russia. 

The U.S. has found ambassadors 
and diplomatic notes relatively ineffective 
in its effort to get along with countries 
that live behind “iron curtains.” U.S. 
diplomats in a number of capitals, no- 
tably Moscow, have found themselves 
helpless to offset official propaganda that 
labels America imperialistic and hostile. 
What amounts to a wartime use of ‘radio 
to win friends and influence enemies, 
therefore, is carried over into the post- 
war period. 

Full significance of the U. S. broadcasts 

to Russia has escaped notice, however, 
in the flurry of excitement over the 
novelty of the operation and incuriosity 
over what the Government broadcasters 
have to say. 
«| Immediate concern of Washington of- 
ficials is to make sure that the “Voice of 
America,’ actually reaches Moscow. At 
the same time, there is official anxiety 
over whether the Russians are interested 
in what they hear, 

Reaction to the first week of broadcasts 
already has convinced William Benton, 
Assistant Secretary of State in charge of 
the venture, that the “Voice of America” 
will have to be louder and more interest- 
ing if it is to hold the attention of Mus- 
covites. So a stronger signal and a livelier 
program have been ordered. 

Interference thus far has prevented 
even the American colony in Moscow 
from hearing the program on ordinary 
short-wave sets. When static doesn’t in- 
tervene, competition from Russian and 
British stations with stronger signals 
usually drowns out the feeble signal from 
the U.S. transmitter at Munich. Too, 
Soviet broadcasts at the same hour, 9 
p. m., present some of Russia’s best talent. 

Ignorance of the existence of the U.S. 
program has turned out to be still an- 
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the Iron Curtain 


other handicap. Neither Russian news- 
papers nor radio stations have carried the 
advance announcement of the broadcast 
sent to them by United States Ambas- 
sador W. Bedell Smith. As a result, only 
Russians with American friends, or those 
who happened to hear about it on the 
regular broadcast of the British Broad- 
casting Corporation, know that the “Voice 
of America” may be heard every evening 
for an hour, speaking flawless Russian. 

Dullness of the first few broadcasts, 
Americans in Moscow say, would have re- 
pelled Russian listeners anyway. Lengthy 
talks on astronomy or fertilizer cannot 
be counted on to lure Soviet intellectuals 
after a hard day at the office. American 
folk music, like “Turkey in the Straw,” 
is said to have less appeal to Russians 
than the jazz tunes that also are popular 





THE VOICE OF AMERICA... 


in America. News, though, is strongly 
favored. : 

From now on, therefore, the “Voice of 

America” will carry to Moscow and Len- 
ingrad more news, more American jazz 
and fewer scientific discourses. 
@ U.S. aim in inaugurating § special 
broadcasts to Russia ‘is not to entertain So- 
viet citizens, however, but to give them 
information about the United States that 
their own Government either suppresses 
or distorts. The emphasis is on facts and 
news that reveal America as it is. A steady 
dose of this kind, Washington officials be- 
lieve, will counteract in time, Soviet prop- 
aganda hostile to the United States. 

The Moscow radio, for example, dur- 
ing the first week of the U.S. broadcasts 
to Russia, invited Russian listeners to view 
with alarm many things that America was 
doing or was suspected of doing. 

German scientists, Moscow said, were 
working in large numbers for the U.S. 
Army. In Germany, American policy in 
withholding reparations from Russia was 
called a violation of the Potsdam Agree- 
ment. Both the U.S. and Great Britain, 
in addition, were said to be collecting ex- 
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Announcers and writers rehearse the Russian program 


eed 








orbitant sums in reparations through the 
seizure of German patents. 

A military agreement between the U. S. 
and Canada also seemed suspicious to 
Moscow. The report that the Dutch were 
asking for military equipment from the 
United States was interpreted ominously. 
Criticism in the U. S. press over the limi- 
tation on the number of correspondents 
permitted to report the Moscow Confer- 
ence of Foreign Ministers was labeled 
slander. 

The U.S. radio beamed to Moscow, 
during the same period, stuck to brief 
news items widely printed in the U. S. 
press. Avoiding argument or inference, 
the “Voice of America” informed Russian 
listeners of such facts as these: 

The United States was about to ask the 
United Nations for a trusteeship over the 
islands in the Pacific mandated to Japan. 
The U.S. Secretary of State advised the 
Senate that the agreement to ship $25,- 
000,000 worth of Lend-Lease goods to 
Russia, contracted for after V-] Day, 
ought to be carried out. Fleet Admiral 
Nimitz said he thought the United Na- 
tions could establish peace. In New York, 
a strike of 500 metal lathers was delaying 
the housing program. Automobile produc- 
tion in 1947 was forecast at 4,000,000 
cars, provided there were no strikes. In 
South Carolina, a lynching was reported, 
and the Governor declared the culprits 
must be brought to justice. Admiral Byrd 
Hew over the South Pole, and dropped 
fags of all the United Nations. President 
Truman ordered a shipment of U. S. grain 
sent to Romania. 

Facts, not propaganda, U.S. officials 
declare, are to go out on the air waves 
as the “Voice of America.” Even painful 
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facts, like strikes and lynchings, are to be 
broadcast when they are news. 

@ Significance of the broadcasts to Mos- 
cow, however, goes beyond the official 
aims and technique of the program. What 
is not mentioned in official explanations 
is that it is something new in world af- 
fairs for the United States, in time of 
peace, to force U.S. facts on a people 
whose Government apparently prefers 
other facts. 

In the old days, before the modern 
police state developed elaborate controls 
over what its people said and thought, 
the job of a U.S. ambassador was rela- 
tively clear. He learned directly from the 
government to which he was accredited 
what its views were about the United 
States. Conduct of relations between the 
two governments was pretty much in his 
hands. 

Nowadays, U.S. ambassadors in some 
capitals find that they are only one of 
several means of communication between 
two nations, and not always an effective 
means at that. Government press and ra- 
dio, more often than not, have taken over 
the diplomatic job. Friendly relations with 
other powers depend increasingly on 
public response to government prop- 
aganda. Against such forces, a lone am- 
bassador is relatively helpless. 

In this situation, American traditions 
have been subjected to heavy pressure. 
The policy of nonintervention in thé in- 
ternal affairs of other countries has had 
to be reinterpreted to permit the U. S. to 
get its message distributed inside such 
countries. American opposition to govern- 
ment operation of radio stations has had 
to allow an exception in the case of 
broadcasts for consumption overseas. 
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~~. IN THE LANGUAGE OF THE RUSSIANS 
Few listeners tuned in on the first offerings from the U. S. 
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IN CHARGE OF BROADCASTS 
Asst. Sec. of State William Benton 


@ Justification is that other countries do 
it and that, unless the U. S. Government 
follows suit, much of the world will never 
realize that America wants peace and not 
war. In countries where the press is con- 
trolled by the government, what the peo- 
ple learn about America and American 
intentions is only what the government 
wishes them to know. 

It is for these reasons that the U.S. 
Department of State has taken over the 
operations of the Office of War Informa- 
tion and continued them on a reduced 
scale. Broadcasts go out daily, in 25 
languages, to much of Europe, the Far 
East and Latin America. Both Russia 
and Great Britain likewise continue to 
beam their messages around the world, 
though on a smaller scale than during the 
war. 

The U.S. broadcast to Russia, Wash- 
ington officials believe, is in a special 
category. Soviet-American relations have 
deteriorated since the termination of 
the war. 

“Though it is clearly impossible to in- 

fluence the Russian masses at this time,” 
the State Department has informed Con- 
gress, “every effort must be made to 
reach the 10,000 or so persons who have 
a hand in shaping national policy. To 
them we must present our foreign policy 
and give a realistic picture of the United 
States as a powerful but friendly indus- 
trial nation—with emphasis upon our 
political freedom, advanced social legis- 
lation and vigorous cultural life.” 
q@ What remains to be determined is 
whether the new adventure of the State 
Department will be successful in reach- 
ing and influencing the 10,000 Russians 
who shape Soviet policy. What has al- 
ready been determined is that the United 
States, like Russia, has converted a war- 
time technique to the purposes of di- 
plomacy in time of peace. 
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RUSSIA TO SPEND LESS 
ON ARMS DURING 1947 


Reduction caused by rising prices 


and industry’s need of man power. 


Soviet forces still 


Russia has decided to get along 
with a smaller Army. Although Soviet 
armed forces still are to be the world’s 
biggest, conditions inside Russia are 
causing an important cut in military 
spending. 

What the Soviet Union plans to 
spend on arms shows up in the 1947 
budget. Behind the published cut in 
military expenses are hard pressures and 
economic factors not unlike those operat- 
ing in Britain and the U. S. 

A Soviet Army, considerably smaller 

than military leaders of other nations had 
estimated, is to mean a change of think- 
ing in the rest of the world. 
@) The budget puts Russia’s income for 
this year at 391,500,000,000 rubles. 
Outgo is to be 371,400,000,000 rubles. 
The armed forces are to get an 18 per 
cent slice. or 67,000,000,000 rubles. 

On paper, military spending, at the 
official 5-to-1 rate of exchange, is to 
amount to $13,400,000,000. President 
Truman is asking Congress for $11,250,- 
000,000 for the U.S.- Army and Navy. 
Britain’s armed forces now are costing her 
the equivalent of $3,600,000,000 a year. 

Apparently, Russia is to spend 5,000,- 
000,000 rubles less this year for military 
purposes than she did in 1946, when 23 
per cent of the total expenditure went.to 
the armed forces. 

Actually, no simple comparisons are 
possible. Russia’s budget is for the cal- 
endar vear; the U.S. estimate is for a 
fiscal year beginning in July. The value 


of the ruble varies widely with its use- 


and from place to place and year to year. 
The variation shows up best in the dif- 
ference between high prices on heavily 
taxed consumer goods and the low prices 
the Soviet Government pays for lightly 
taxed capital goods. 

Military spending in Russia, figured 
on a real rather than nominal basis, is 
expected to amount to nearly $15,000,- 
000,000 this year. How this amount is 
to be divided cannot be determined in 
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world’s largest 


detail. Best estimate is that $1],000,- 
000,000 will go for material and equip- 
ment and $4,000,000,000 for man power. 
In previous Russian budgets, veterans’ 
benefits have been taken out of military 
appropriations. 

The $15,000,000,000 is a much bigger 
figure than the $10,000,000,000 the U. S. 
Congress may appropriate for American 
armed forces. It is more than the $11,- 
300,000,000 Russia spent for her Army 
and«Navy in 1940. But, in terms of arms 
and men, the amount is considerably less 
than last years expenditure of nearly 
$20,000,000,000. 

Added up, Premier Joseph Stalin now 
may rely on his Minister of Armed Forces 
Joseph Stalin for a standing Army of 
3,000,000 men—still the world’s biggest 
but only a fraction of the 20,000,000 
Russians under arms during the war, and 
far less than the 6,000,000 of last year. 

@ Pressures inside Russia are causing 
the cut in Soviet armed forces. 

Inflation, of a different kind than the 
one caused by shortages and the pres- 
sure of demand in other countries, is 
reducing the buying power of the change- 
able ruble. Every soldier and every gun 
are to cost more this year. 

Wages have been increased from 20 
to 30 per cent in most Soviet industries. 
Working hours have been shortened. 
Production costs are rising, especially in 
heavy industries like coal, steel] and ma- 
chinery. War-worn plants are producing 
at reduced efficiency. Deliveries are lag- 
ging. Moscow officials complain of a post- 
war decrease in labor efficiency. 

Despite complete control of the Soviet 
economy, prices have risen. Food and 
clothing are more expensive. Building 
costs are rising; contractors seldom are 
able to stay within their budgets. As in 
France, the Government has called for a 
5 per cent price cut. Agriculture and civil 
industry now are emphasized in place 
of armaments. Russia’s biggest source of 
income is the turnover tax, an indirect 
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THE GENERALISSIMO 


He halved his military command 


excise levy on sales. More consumer goods 
must be made and sold this year to main- 
tain the Government’s revenue schedule 

Man power for agriculture, industry 
and manufacturing is Russia’s most crit 
ical need to carry out the Five-Year Plan 
for recovery from war. The Soviet Union 
simply cannot afford to keep up the kin 
of Army she has had since the war. About 
750,000 Government employes were fired 
last year to cut Government costs and to 
increase the supply of industrial labor. 

This month, 300,000 Russian youths 
are being called up for compulsory train- 
ing in trade schools. In all, about 5,000,- 
000 men are to be drafted and trained as 
workers during the Five-Year Plan. To 
meet that quota, military demobilization 
has been speeded. 

@ An adjustment in Russian policy is 
resulting from the cutback in military 
power. 

Occupation forces are being with- 
drawn from Germany, and Russian troops 
in Eastern European countries are being 
reduced. The military force in the Russian 
zone of Germany is estimated to be no 
greater than 200,000 men. 

Fewer fight talks are being given to 
the Soviet Army. On its 29th anniversary. 
Generalissimo Stalin, departing from cus- 
tom, made no mention of enemies, cap- 
italistic encirclement or world affairs. He 
emphasized political training and dis- 
cipline rather than combat missions. 

Secrecy and strict measures to conceal 
the strength of Soviet forces and the 
progress of demobilization are being 
stressed. Military observers consider this 
an indication of substantial reductions in 
military power. 

These reductions still leave the Russian 
Army more powerful than those of any 
two or three other nations. But they may 
have a profound effect on Soviet relations 
with the rest of the world. 
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LATIN AMERICANS SEEK SPEED-UP 


Prolonged delay in filling demand 
for tractors and other equipment 
may open market to Europeans 


Latin America, inte:.t on mod- 
ernizing its agriculture, is a hungry mar- 
ket for every tractor and farm implement 
that it can get. 

The U.S. has the inside track on 
this market, but U. S. shipments are only 
a trickle compared with the need. Latin- 
American presidents, diplomats and com- 
mercial missions now are bringing pres- 
sure to bear for increased deliveries from 
the plants of their northern neighbor. 

Unless the U.S. meets the bulk of 
Latin America’s requirements within the 
next two or three years, a lot of the busi- 
ness will go to European manufacturers. 
@ The urgent demand springs primarily 
from the desire of most Latin-American 
countries to adopt modern methods of 
farming. Wheeled tractors, ranging in 
size from garden models to those capable 
of pulling four plows, are in greatest de- 
mand. But big operators, such as fruit and 
sugar companies, want heavy tractors 
of the tracked type. 

Coupled with the demand for tractors 
is the need for plows, cultivators and 
other tractor-drawn equipment. There 
also is a big backlog of demand for hand 
tools and other small pieces of agricul- 
tural equipment. 

@ The largest markets are Latin Amer- 
ica’s three biggest countries—Argentina, 
Mexico and Brazil. But other countries 
and European colonies in the area also are 
eager buyers. 

Argentina’s Institute for the Promo- 
tion of Trade, the government’s purchas- 
ing agency, would like to lay its hands on 
10,000 to 15,000 tractors immediately. 

Mexico received 2,000 U.S. tractors 
in the first 10 months of 1946, more than 
any other Latin-American country. But 
Mexico still needs several times as many. 


Mexico now is asking the Export-, 


Import Bank for $30,000,000 to be spent 
during the next three years in the U. S. 
for farming equipment. President Truman 
is to be asked by President Miguel Ale- 
man to support the request. 


Brazil wants to convert her Govern- 
ment-owned airplane factory to the man- 
ufacture of tractors, but production is 
unlikely to get under way in the next 
couple of years. Meanwhile, she wants 
all the farm equipment she can get 
from the United States. 

Chile is ready to spend $3,000,000 
this vear in the U. S. for agricultural ma- 
chinery. 

Venezuela is pushing modernized farm- 
ing in the hope of producing all her own 
food. It will take $30,000,000 worth of 
equipment to carry out the program. A 
mission came to the U. S. recently to try 
to speed up shipments. 

Uruguay’s President-elect, Tomas Ber- 
reta, made farm equipment the No. 1 
business of his visit to the U.S. last 
month. His country wants 700 tractors 
immediately. 

@ Possible sources of equipment are 
sharply limited as the result of the war. 


-IN U.S. DELIVERY OF FARM TOOLS 


Germany is out of the picture. Other 
European countries that formerly made 
big sales in Latin America are not in a 
position now to export in quantity, if at 
all. Canada can furnish some light equip- 
ment, but no tractors. 

The U. S., thus, is Latin America’s best 
bet now. U. S. manufacturers, if they can 
avoid serious strikes, probably will make 
about 300,000 tractors this year, but 
their exports are limited to 15 per cent 
of production. Competing with Latin 
America for these exports are Australia, 
New Zealand and the Union of South 
Africa. 

The quantity of equipment Latin 
America will get from the U. S. this year 
thus is uncertain. Shipments of U. S. trac- 
tors to the Latin-American area in the first 
10 months of last year totaled about 6,000 
units, including those intended for con- 
struction uses. Indications are that ship- 
ments during the current year will be 
larger, but still will be far short of meet- 


ing the demand. 


Some U.S. manufacturers believe that 
this is the time to capture the Latin- 
American markets, and will channel a lot 
of their exports to Latin America, in or- 
der to fortify themselves against the re- 
vival of European competition. 
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NEW FIELDS FOR U.S. ENTERPRISE 


—Caterpillar Tractor Oe. 


Mechanized farms in Latin America offer an unlimited market for a limited time 
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BARS TO RETURN OF FREE TRADE 





BEGIN TO DISAPPEAR IN JAPAN 


Businessmen now can deal with 
Nipponese by mail, but still need 
official permission to enter country 


Reported from TOKYO 
and WASHINGTON 


Steps now are being taken by 
the U.S. Government which will pave 
the way for American businessmen to 
resume free trade relations with Japan. 

Repeal of wartime regulations 
which prohibited trading with an enemy 
country removes one of the ‘most impor- 
tant barriers. No longer is it necessary 
to have a U.S. Treasury Department 
license, or approval from the Joint Chiefs 
of Staff, to do business with the Jap- 
anese. U.S. firms now are free to nego- 
tiate via mail with Japanese merchants. 
Approval from General of the Army 
Douglas MacArthur’s Headquarters still 
is necessary, however, before an Ameri- 
can businessman can enter Japan. 

Removal of the ban on U. S. business- 
men entering Japan still appears several 
months away. This decision ~ rests 
with General MacArthur's Headquarters, 
which thinks the time is not yet ripe for 
the defeated country to resume free 
trade. Nevertheless, mounting pressure 
from overseas traders is noticeable, and 
some U.S. firms are so confident of an 
early lifting of the ban that they have 
their representatives waiting in nearby 
China and the Philippines so that no 
time will be wasted in getting into Japan. 
@ The obstacles. Occupation authori- 
ties offer several reasons for objecting to 
the immediate resumption of free trade 
between Japan and the outside world. 

Shattered economy. The need is seen 
for rigid control over Japan’s overseas 
trade until her war-wrecked economy 
shows signs of recovery. Essential pro- 
duction is sagging dangerously, and oc- 
cupation officials oppose any diversion to 
take care of exports. Increased imports 
of cotton, wool, rubber and other raw 
materials are considered essential before 
Japan will be in a position to fill orders 
from overseas buyers. 

Unstable currency. The present official 
rate of exchange is 15 yen for one U. S. 
dollar. It is far out of line and should be 
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somewhere between 70 and 100 yen to 
a dollar. Occupation authorities have 
requested Washington to revise the rate 
of exchange, but there are some indi- 
cations that a revision will not take place 
until the peace treaty is signed. Until 
then, occupation officials insist, only 
trade on a government-to-government 
basis is practical. 

Housing shortage. At the present 
time, the U.S. Army is 1,000 units 
behind in its housing program for 
dependents of occupation personnel. 
MacArthur's Headquarters is receiving 
complaints from congressmen over the 
delay families face in joining the occupa- 
tion force in Japan, and does not see fit to 
aggravate the housing situation further 
by admitting overseas businessmen. 

Food scarcity. Occupation authorities 
point out that the U.S. already is sup- 
plying about 20 per cent of the food 
consumed by the Japanese. They dont 
want U.S. businessmen coming in: and 
buying food needed by the civilian pop- 
ulation. The only other course would be 
for the Army to feed them. 





—Black Star 


FOR EXPORT FROM JAPAN 
Is it time to resume free trade? 


Transportation difficulties. The short- 
age of transportation would make it dif- 
ficult for businessmen to get around, 
particularly outside Tokyo. Vehicles be- 
longing to the U.S. Army are wearing 
out and replacements are few and far 
between. Automobile repair work now 
is being done largely by Japanese, me- 
chanics whose work is inferior to that of 
Army mechanics. 

@ The desire of some U.S. firms to be 

in on the ground floor for Japan’s post- 
war trade is behind much of the pressure 
on occupation officials to open the coun- 
try for. free commercial dealings. Busi- 
nessmen know operations will be on a 
limited scale for some time. They are 
planning for the future, however, and 
not overlooking the fact that the U.S. 
formerly was Japan’s largest customer. 

In prewar Japan, approximately 2,000 
Americans were engaged in commerce. 
Some of these are among the business- 
men who now are most insistent on 
resuming commercial operations. 

Japan was a good customer for such 
items as American oil, moving-picture 
films, machinery and luxury goods. In 
turn, she sold the U.S. mainly silk, 
chinaware, glassware and curios. In 
1939, Japan’s imports from the U.S. 
exceeded $300,000,000, and her exports 
were nearly $200,000,000. 

British pressure also is being applied 
for the resumption of private trading in 
Japan. Complaint recently was made in 
the House of Commons that representa- 
tives of U.S. insurance, banking and 
automotive firms already had visited 
Japan. 

In prewar Japan, nearly as many Brit- 
ish nationals as Americans were engaged 
in commerce. Britain bought Japanese 
silk and fish products in large quantities, 
and in exchange sent Japan a large 
amount of machinery. 

Last year, Britain purchased only 1.3 
per cent of Japan’s exports, which in- 
cluded two shipments of raw silk and a 
small quantity of dried seaweed. Her 
exports to Japan included. rubber from 
_ Malaya and salt from the Red Sea. The 
main reason for Britain’s poor showing, 
however, was her policy of concentrating 
on exports to dollar areas. 

@ How to do business, when private 
traders again are admitted into Japan, 
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, poses a delicate question in Tokyo at this 
time. Foremost is the problem of deter- 
mining how many businessmen should be 
given permits and what firms should re- 
ceive them. In addition, there is the prob- 
lem of non-American businessmen and 
how to take care of them in war-wrecked 
Japan. Discrimination against business- 
men of other Allied countries might well 
provoke an international incident. 

Germany’s system, under which occu- 
pation authorities have limited to 150 the 
number of U.S. businessmen who can 
be in the country at any one time, has 
been suggested as feasible for Japan. The 
quota for Germany has not been filled 
once since the system has been in opera- 
tion. U.S. businessmen who go to Ger- 
many are permitted to handle their own 
negotiations and do not deal with occu- 
pation officials until the final signing of 
a contract. 

A plan for Japan now is under consid- 
eration by MacArthur’s Headquarters, 
according to Joseph Fromm, staff cor- 
respondent for World Report in Tokyo. 
The businessmen alowed in Japan 
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would be permitted to discuss transac- 
tions with Japanese firms but would not 
be allowed to complete any export or 
import transactions without specific ap- 
proval of occupation officials. Each trans- 
action would be considered on the basis 
of its effect on the Japanese economy. 

Occupation authorities, says Fromm, 
generally are inclined to oppose this plan 
because they believe it promises more 
headaches than it will be worth. They 
favor, instead, continuance of trade on 
a government-to-government basis. 

“If and when General MacArthur does 
give entry permission to U.S. business- 
men,” says Fromm, “the visitors will find 
the Army’s comfortable and inexpensive 
accommodations some consolation for 
the headaches they undoubtedly will 
encounter when they start talking busi- 
ness with Japanese firms that have very 
little to sell.” 

The businessmen, providing the num- 
ber is limited, probably will be billeted 
in Tokyo’s Dai Ichi Hotel, a modern 
building in the heart of the capital. It 
is being used for officers and civilians 
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attached to the Army of Occupation. 
The rooms are small but comfortable. 
Food is good and meals cost 25 cents. 
The hotel also has a snack bar, a roof 
garden and dancing every night. 

If businessmen are attached to the 
occupation forces, they will be allowed 
to get jeeps and drivers from the Army’s 
motor pool and to patronize the Army’s 
five-story Post Exchange in Tokyo, which 
offers everything from cigarettes at 50 
cents a carton to caviar at $3.98 a jar. 
@ The outlook is that Japan will re- 
main “off limits” to American business- 
men until at least late summer, despite 
mounting pressure. Just when the re- 
sumption of free trading is to be per- 
mitted depends a great deal on* whether 
Japan gets the raw materials needed to 
speed up her production. To hasten the 
day, General MacArthur is urging Wash- 
ington to establish a $200,000,000 re- 
volving fund to stimulate Japan’s over- 
seas trade. He proposes tu obtain the 
money from the sale of confiscated Jap- 
anese jewels or loans from the U.S. 
Government or private banks. 
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IS NEHRU SHAPING 
POWER BLOC IN ASIA? 


Forthcoming regional conference, 
initiated by the Indian leader, may 
encourage idea of a federation 


Reported from 


NEW 


The native leaders of Southeast 
Asia are getting started on the remodel- 
ing of the most populous area of the 
world even before full control passes 
from European hands into their own. 
An end to Western imperialism almost is 
taken for granted. New ideas and new 
plans are appealing to the 150,000,000 
people who live between India and 
China. 

Just now India is in a position of 
leadership because of a specific promise 
of freedom from Britain in 1948. Her 
prospects are raising expectations~ in 
Burma, Malaya, the Dutch East Indies 
and French Indochina. Those expecta- 
tions, in turn, lead to forecasts of an 
eventual federation or regional bloc of 
nations. 

As is often true in Asia, the outlook 
needs to be appraised on a long-term 
basis, but the facts and their importance 
to the world are coming to light. 

@ White man’s retreat. What is hap- 
pening is the projection of a trend that set 
in with Japan’s defeat of Russia at the 
turn of the century and was continued 
by World War I. What remained of the 
traditional prestige of the West was shat- 
tered by World War II. 

It now turns out that the Japanese cor- 
rectly estimated the value of the slogan 
of “Asia for the Asiatics,” but really 
failed as conquerors because of the 
brutality of their methods and their in- 
ability to develop prosperity. 

The war’s end left the white man dis- 
credited. He had been unable, at the 
outset, té defend the countries he con- 
trolled, and it was his weakness, in native 
eyes, that opened the way for Japanese 
devastation. The one country spared 
heavy physical damage was Siam, nomi- 
nally independent but an early collabora- 
tor with Japan. In general, political 
leaders actively disloyal to Britain and the 
Netherlands and openly antagonistic to 
France emerged with popular influence. 
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As a result, the one common thread of 
thought and action existing in Southeast 
Asia is a desire to be free of alien control. 
@ Postwar situation. Such an upsurge 
of nationalism is virtually irresistible be- 
cause none of the colonial powers-— Brit- 
ain, the Netherlands or France—has the 
men, finances or arms to reassert com- 
plete control by force. Apart from India, 
the situation lines up this way: 

Burma is to have a wide measure of 
self-government immediately, with an as- 
sembly to be elected to frame a constitu- 
tion and prepare the way for an inde- 
pendent existence. Leadership lies partly 
with 29-year-old Aung San, who fought 
both with and against the Japanese. 

The Dutch East Indies are more 
closely agreed on paper than in fact with 
the Netherlands about the steps to be 
taken to attain freedom by installments. 
Each side is maneuvering for position, 
The native nationalists hold most of the 
economic wealth of the Indies, while the 
Dutch have been able to increase their 
military strength. 

French Indochina continues to be the 
scene of considerable fighting, and the 
Annamese apparently believe they can get 
better terms by holding out. 

Malaya lags behind the others in 
political development, but the strength 
shown by organized labor in Singapore is 
a sign that the word-of-mouth propaganda 
used by Japan on illiterate millions can 
be turned to native advantage. 

@ India’s opportunity. By the yardstick 
of concessions won from the West, India 
regards herself as entitled to encourage 
and guide her neighbors. 

In this situation, Jawaharlal Nehru 
symbolizes the new leadership of South- 
east Asia. Nehru is more than the No. 2 
Hindu next to Mohandas K. Gandhi. It 
is upon Nehru’s capacity for statesman- 
ship, more perhaps than on any other 
single factor, that the immediate future 
of India depends. Nehru thinks and plans 
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GOOD NEIGHBORS IN THE EAST 
India’s Nehru and Burma’s Aung San 


in broad terms. He is a confident man 
who says that India can settle her own 
minority problems and also show the way 
forward to Southeast Asia. His present 
position amounts to Prime Minister of 
India. 

Nehru’s vision gives emphasis to a 
forthcoming conference in New Delhi 
that he initiated and describes as the 
Inter-Asian Relations Conference. Osten- 
sibly, that meeting at the end of March is 
to promote cultural, intellectual and 
social progress. The meeting, however, is 
certain to have a political effect. Nehru is 
hopeful that at least Burma and the Dutch 
East Indies will send their outstanding 
leaders as delegates. 

@ The outlook. As Nehru sees it, for 
political, trade or economic matters, the 
countries of Asia cannot help looking at 
India and India cannot help looking at 
them. In all the discussion, Nehru regards 
India as the center of a potential federa- 
tion. Even in the matter of defense, it 
appears to Nehru that India has to be 
some kind of a central base. 

Nehru is inviting delegates from the 
nearest of the republics of Soviet Russia 
to attend the conference at New Delhi. 
He is convinced that Russia must not 
be excluded from any exchange of ideas 
about the future of Asia. Nehru retains 
that belief despite the view of his Hindu 
colleague, C. R. Rajagopalachari, The 
latter, an older politician, says that Rus- 
sia wants agitation to persist in India 
because, if Britain were free of the Indian 
problem, “that would surely mean greater 
strength for Britain.” 
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PLAN TO IMPORT LABOR 
FOR BRITAIN HITS SNAGS 


Problems of transporting, feeding 


and housing workers are added to 


the objections of union members 


Reported from 
LONDON 


It is not going to be as easy as 
it sounds for Britain to relieve her labor- 
shortage troubles by using imported 
workers from Europe. 

Practical difficulties now threaten 
to shackle the program that has been 
urged on the country by most of its re- 
sponsible leaders. 

Britain must find at least 500,000 more 
workers for export industries. All major 
political parties and even labor-union 
leadership acknowledge that the country 
must bring in workers. But, before they 
can be put to work in large numbers, 
many difficulties must be overcome. 
€) Union resistance, not from labor lead- 
ers but from the rank and file, is the first 
hurdle. 

Union members fear the use of work- 
ers brought from the Continent may side- 
track improvement of working conditions 
in undermanned industries. British work- 
ers feel keenly that conditions in mines, 
foundries and textile mills must be bet- 
tered. They fear that management would 
use imported labor as an excuse to 
postpone modernization programs in these 
key industries. 

Union terms for employment of im- 
ported workers are that such men be 
acceptable to union locals, that they join 
the unions, and that British workers have 
job seniority. These are the specifica- 
tions on which the National Union of 
Mineworkers will accept Polish miners, 
recruited from the 140,000 veterans of 
the Polish Corps now in Britain. 

Nationalism among members of British 
unic.us is not a major obstacle to use of 
insported labor. Most British workers un- 
derstand their country’s critical need for 
man power. Those who still do not realize 
the gravity of the present situation are 
the targets now of a Government educa- 
tional program. er 
@ Physical difficulties, however, compli- 
cate Britain’s chances of getting an ade- 
quate labor force from abroad. 


Housing for 500,000 imported workers 
would be a problem because bombed-out 
Britons cannot see why their Government 
should build housing for outsiders when 
many Britons still need better shelter. 

Shipping to bring workers to Britain 
from Germany and other areas of the Con- 
tinent would have to be found. 

Food for an additional 500,000 people 
would put an added strain on Britain’s 
resources, despite the fact that many 
would be employed on farms to raise total 
food output. 

Language and other cultural differ- 
ences would have to be surmounted. 
Poles probably would predominate in 
any large group of imported labor. Baltic 
nationals would be the next most numer- 
ous. There also might be large groups of 
Italians. Varying religions and tempera- 
ments would have to be reconciled. 
€ Sources of labor open to Britain so 
far have been disappointing. 
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Poles in Britain, veterans ot the Polish 
Army that fought under British com- 
mand, are eligible for membership in a 
Resettlement Corps that tries to find jobs 
fer them. Out of 140,000 eligible for this 
Corps, by the end of January only 2,100 
were employed in British industry. In 
other words, less than 2 per cent of the 
Poles listed as available were absorbed 
by British industry. 

German prisoners in Britain, now total- 
ing close to 400,000, are starting to go 
home. From now on, there will be a net 
loss of 15,000 prisoners a month. The loss 
will be felt keenly in agriculture, where 
most of them are employed. As a result, 
there is talk of asking suitable German 
prisoners to stay in Britain as free men. 

Displaced persons in Germany and 
Austria make up a large pool of labor on 
which Britain has her eye, but the pool 
includes few of the skilled workers Brit- 
ain needs most urgently. 

Britain must have coal miners, foundry 
workers and textile mill workers. The 
720,000 displaced persons in camps in 
Germany, Austria and Italy include less 
than 1,000 coal miners, about 350 per- 
sons who say they are foundry workers, 
about 4,250 textile workers. 

@ A solution to the problems of import- 


‘ing labor is urgent. So critical is Britain's 


need for more man power that officials 
feel all difficulties eventually will be over- 
come. They are convinced that labor can 
be “sold” the program, physical difficul- 
ties can be ironed out, displaced persons 
can be trained for industrial jobs. There 
4s no alternative, say British leaders, if the 
country’s economy is to avoid disaster. 
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BRITISH JOBS FOR POLISH VETERANS 
Less than 2 per cent of eligibles have been placed in industry 
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HOPE FOR CHINA’S STABILITY 


SEEN IN PROPOSED UNRRA SALES. 


Changing shipments to consumer 
articles would prevent early action. 
Entire program is due to end in June 


Reported from NANKING 
and WASHINGTON 


| The Chinese Government has 
been driven to the point where it is ready 
to sacrifice relief for its own needy mil- 
lions as the price of fighting inflation. 
Nanking wants UNRRA to come 
to the rescue by sanctioning a plan al- 
lowing the Government to sell $200,000,- 
000 of relief supplies on the open market 
for a profit and its own benefit instead 
of distributing them free to the needy. 

Top officials at UNRRA are studying 
this unprecedented request and all its 
implications, but no quick decision is 
likely. Meanwhile, time and administra- 
tive complications do not fight on China’s 
side, even in the dubious event of com- 
plete approval for the plan she advances. 
@ China’s proposal specifically is that 
UNRRA $substitute food, cotton and 
other consumer goods for the $200,000,- 
000 of durable supplies presently called 
for under the remainder of UNRRA’s 
relief program for China. Nanking also 
asks that the Government be permitted 
to sell the requested consumer goods on 
the open market—something UNRRA 
does not allow there. 

Real aim of the proposal is to produce 
revenue for the Central Government, 
according to a cable from Frank Rounds, 
Jr., World Report staff correspondent at 
Nanking, who has made an exhaustive 
study of the situation. 

“Government officials,” he’ reports, 
“feel they can raise badly needed reve- 
nue if UNRRA provides the requested 
goods and allows their sale. These off- 
cials argue that the sales would siphon 
off vast quantities of money from the 
market and thus have deflationary effects. 
They also contend the Government 
would thereby derive adequate income 
for its needs and be able to stop the 
presses which are pouring out more cur- 
rency to increase the total in circulation. 

“Business, diplomatic and press cir- 
cles are most skeptical that this scheme 
can be made to work, with the result 
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that inflationary conditions will worsen 
due to price manipulations of traders with 
Government connections.” 

@ Drastic modification of UNRRA policy 
for China obviously would be necessary 
if this Nanking proposal is to win even 
partial approval. 

Present regulations bar the sale of any 
relief supplies in China. Food distribu- 
tion is limited to those employed on 
UNRRA reconstruction projects and to 
needy cases. No-sale violations have been 
more flagrant with durable goods. The 
Chinese agency for relief distribution has 
been forced to sell these goods to get 
operating funds, since insufficient money 
has been forthcoming from Nanking. 

Different regulations are prevalent in 
UNRRA-aided countries of Europe. 
There, because markets were controlled, 
supplies have been turned over to the 
governments to handle under UNRRA 
supervision. Sale has been permitted to 
those able to pay, while the impover- 
ished have received aid free. Money 
realized by sales has helped finance dis- 
tribution costs and also helped pay work- 
ers on reconstruction projects. UNRRA 
insists it has received a strict accounting 
on all funds realized. 

Reason for a different system in China 
is the complete absence of controlled 
markets or rationing. Thus, any attempt 
to apply UNRRA’s European system 
would be the equivalent of providing 


relief only to those with money to pay 


and depriving the impoverished. 

@) The China program of relief originally 
called for $535,000,000 in supplies of 
all kinds. More than half of these already 
have been sent. 

Consumer goods have moved the fast- 
est. As the accompanying chart shows, 
the bulk of the food, clothing and textile 
quotas already have been filled. 

Durable goods have been arriving in 
China slower. This is due to China’s 
inability to absorb them rapidly. Many 


consignments are still in warehouses at 
the ports, because distribution is balked 
by chaotic inland transportation and the 
civil war. 

Marketing possibilities for the durable 

goods are very limited, even if UNRRA 
should approve their sale to aid China’s 
finances. That is why Nanking is anxious 
to switch, if it can, to the consumer goods 
which command a big market. Many 
more people are interested in buying 
food and clothing than in purchasing 
Quonset huts, trucks, generators or air- 
conditioning equipment. 
@ Big oversights characterize the Chi- 
nese proposal, even apart from the 
changes in UNRRA policy that would be 
involved. Basic fault of the proposal is 
that it ignores the fact that the relief 
program mapped for China is hot a 
flexible thing. 

Procurement must be planned many 
months in advance. Inside information 
is that UNRRA already has committed 
all but about $50,000,000 of remaining 
funds earmarked for China, and the 
committed money is “frozen” on orders 
for the supplies originally contemplated. 

Contract cancellations therefore would 
be involved in any attempt to switch 
remaining shipments from durable to 
consumer goods. Cancellation negotia- 
tions would require months and might 
mean that UNRRA would be assessed up 
to 80 per cent of the original contract's 
cost for canceling. 

Cancellation penalties, in turn, would 
diminish the actual funds available to 
finance the program for consumer goods 
Nanking now suggests. New funds would 
be needed to bridge the deficit. They 
could come only from the U.S. Congress 
which manifestly is adverse to voting 
any special appropriations. 

Availability of the supplies Nanking 
seeks is another major point overlooked 
by China. Wheat is extremely short 
throughout the world, and present allo- 
cations would be dislocated should China 
be given an extra share..There also is a 
question whether the amount of cotton 
requested could be made available im- 
mediately. What Nanking wants obvi- 
ously can’t be arranged overnight. 

@ Biggest oversight on the part of Nan- 
king is overlooking the fact that the U. S. 
has decided that any UNRRA aid for 


China that it finances will be halted auto- 
matically June 30, unless the shipment is 
on a vessel in transit. No consignments 
are to move after that date, unless the 
present formula is revised. 

Policy makes the outlook for China 

still more dubious. The expressed pur- 
pose of UNRRA, in U.S. eyes, is to pro- 
vide emergency relief and help recipient 
nations to become self-supporting again. 
The program never envisioned direct 
economic assistance to Any government 
on a sustained basis. 
@ Benefits to China, even if UNRRA ap- 
proves Nanking’s pending request and 
it can be met with record speed, still are 
problematical. 

Nanking believes that, if $200,000,000 
in consumer goods are made available, 
the Government can beat down the 
spiraling open market by selling them. 

These consumer goods, however, could 
be delivered only in driblets and hence 
reach the market only in limited amounts. 
The Government, under such circum- 
stances, would be getting its needed 
revenue piecemeal, but the prospect is 
that further inflation would be encour- 
aged by demands greater than the vol- 
ume of the incoming supplies. 

This danger has led one expert to 
observe that Nanking, desperate though 
it is, seems ready to risk the danger of 
more inflation rather than resort to the 
rigid “economies that would be necessary 
to put China’s finances on the road back 
to a sound footing. 

And a sound footing is remote until 

wild inflation is curbed and China re- 
duces the staggering expenditures for the 
huge armies she now maintains to fight 
the Communists. 
@ China’s hopes that UNRRA can bail 
her out of her financial predicament, in 
the final analysis, seems very question- 
able. It is even more questionable what 
lasting assistance Nanking would receive 
if UNRRA met its pending request at 
top speed. Nanking’s economic stability 
might receive a series of limited trans- 
fusions financially, but the basic trouble 
of inflation and lopsided military ex- 
penditures would go uncorrected and the 
economy would revert to its instability 
after the last UNRRA goods had been 
sold. 

China’s bid to UNRRA, therefore, 
seems both too late and too little. Too 
late because UNRRA procurements for 
the original program of supplies is so 
far advanced. And too little because it 
will take more than $200,000,000_ to 
stabilize the nation’s economy under the 
present fiscal policies of the Government. 

The answer China will get on her 
proposal is still to be written, but many 
details of it already are apparent. Nan- 
king is not likely to be pleased with the 
final version, and any help will be far 
short of expectations. The outlook hence 
is for even graver financial uncertainty 
in China. 
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CANADA’S EXPORTS FACE LETDOWN 
AS CUSTOMERS EXHAUST CREDITS 


Dominion may have to cut production 
unless World Bank and Fund finance 
purchases by impoverished nations 


Canada, booming now, is heading 
into 2 financial situation in her interna- 
tional trade that will have a direct impact 
on U. S. business in the months ahead. 

Large credits extended to other 
countries after the war did the immediate 
job of easing Canada’s industrial recon- 
version. But now it is becoming apparent 
that Canada cannot go on crediting goods 
to Europe and paying cash for purchases 
in the U.S. for much longer than one 
more year. 

Unless international financing by the 
World Bank and Fund bridges the gap 
in the meantime, Canada’s production 
may have to be curtailed before the end 
of 1947. Reduced purchasing power for 
Canadians will mean less sales for U.S. 
producers. The U.S. has a vital stake in 
the prosperity and financial strength of 
her neighbor, who tops the list of her 
world customers. 

@ The problem is developing out of 
these circumstances: 

Big credits, granted other countries to 
stimulate Canadian exports, helped Can- 
ada’s business make a_ swift transition 
from wartime to peacetime economy. In 
all, $1,844,500,000 was extended as cred- 
its on top of the vast amount of mutual 
aid given during the war. As a result, the 
sale of surplus agricultural, mining+and 
manufacturing products was assured dur- 
ing the immediate postwar period. 

Britain alone got $1,250,000,000 from 
Canada at the same time she obtained a 
$3,750,000,000 loan from the U.S. The 
two loans, aggregating $5,000,000,000, 
were intended to carry the British through 
their own reconversion until the end of 
1950. But the Canadian loan, it appears, 
is being used up faster than originally 
planned. By the middle of February, 
$540,000,000 had been spent, indicating 
that at the present rate of consumption 
the loan will hardly last through next year. 

France already has used up $145,400,- 
000 of her Canadian credit and has 
placed orders sufficient to draw down the 
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total advance of $242,500,000. The 
French have ordered from Canada $167,- 
000,000 worth of industrial equipment, 
$90,000,000 worth of foods and $62,500,- 
000 worth of industrial goods and sup- 
plies. Sixty per cent of the total orders 
already have been delivered. 

Having paid $73,000,000 in cash to 
Canada, France now is beginning to run 
out of Canadian dollars, since her exports 
to the Dominion earned only about 
$5,000,000 in 1946. Beginning this year, 
the French will have to start paying 

- $12,000,000 a year in interest and prin- 
cipal on their Canadian loan. These cir- 
cumstances have prompted the French 
to ask for a new loan of $50,000,000, even 
before they start paying the initial credit. 

The Netherlands has used more than 
half of her $125,000,000 credit and the 
same thing applies to the $100,000,000 
advance to Belgium and the $30,000,000 
credit to Norway. Russia has exhausted 
a $3,000,000 Canadian credit. Lines of 
credit extended to China, Czechoslovakia 
and the Netherlands East Indies have 
been drawn upon to a lesser extent than 
the others, but they represent only a 
small share of the total credits extended 
by the Canadians. 

Immediate benefits of the liberal credit 
policy show up in Canada’s favorable 
external trade returns and in full .em- 
ployment at home. 

In civilian industries, employment rose 

from 1,900,000 in April 1945, to 3,150,000 
in November 1946. Manufacturing and 
construction are booming. With all pro- 
duction facilities greatly increased during 
the war years, Canada has succeeded in 
placing a fourth of her net national prod- 
uct on markets abroad during the post- 
war period. 
‘@ Lack of balance in Canada’s trading 
accounts. around the world, however, is 
beginning to disturb economists both in 
the Dominion and in the U. S. 

Canada usually is a heavy spender of 
U.S. dollars. The better conditions are in 


Canada, the more U. S. dollars she needs. 
In prewar years the Canadians could pay 
the bill with money earned through ex- 
ports to other countries, especially to 
Britain. But now the exports to Britain, 
and to other European countries, go on 
credit, for the most part, or do not bring 
in money that can_be converted into the 
dollars necessary for buying from the U. S. 

Trade in 1946 with non-dollar coun- 
tries netted Canada an estimated $807,- 
000,000. That much Canadian goods was 
sold on credit. It represents 35 per cent 
of her total exports, about 9 per cent of 
her national income. ‘ 

With the U.S. and other countries on 
a dollar basis, Canada closed 1946 short 
by an estimated $497,000,000 on trade 
and current transactions. This includes 
tourist trade, freight, interest and gold. 

A gold puzzle, meanwhile, has created 
an interesting sidelight on trade between 
Canada and the U. S. During the first 11 
months of 1946, Canada exported to the 
U.S. $316,100,000 of gold, according to 
U.S. Government statistics. Canadian 
statistics show net export of only $88,- 
900,000. 

The unexplained difference of $227,- 
200,000 is accounted for in some quarters 
as being gold either earmarked by other 
countries in Canada or as representing 
gold recently imported into Canada. A 
considerable part of the mystery gold 
may be of Russian origin. Canada thus 
far has not released any information on 
the earmarked gold in the country, but a 
clarification is expected later. 

For this year, Canada’s net earnings in 
trade with non-dollar countries are cal- 
culated at $780,000,000, while the deficit 
with the U. S- and other countries on a 
dolar basis again will amount to about 
$490,000,000. 

A deficit of almost $1,000,000,000 
(U.S.) thus will be accumulated in 1946 
and 1947. This will have to be offset by 
liquidation of Canadian assets in the 
U.S. or by new U.S. investments in 
Canada. Already Canada is liquidating 
part of her U.S. dollar assets, which 
through the war years were built up from 
$1,357,000,000 to $2,531,000,000. At the 
same time, there appears to be a continu- 
ous increase in U.S. investments in Can- 
ada, adding to the $4,982,000,000 exist- 
ing at the end of 1945. At that point the 


U.S. owned 70 per cent of all debts 
owed by Canada to other countries. 

Another problem that does not appear 
in trade statistics is worrying Canadians. 
About ‘18,000 young Canadians are emi- 
grating yearly to the U.S., attracted by 
higher pay and lower taxes, while Canada 
herself needs more men in her shops and 
plants. Moreover, one fourth of those 
young men going south are highly 
trained, thus most difficult to replace. 
<j Future prosperity for Canada depends 
on her ability to find good markets 
abroad for vast surpluses she cannot con- 
sume at home. These include an abun- 
dance of foods, especially wheat, meat 
and dairy products, as well as substantial 
quantities of wood products, minerals and 
manufactured goods. Normally, Europe 
is the best market for food, and the 
United States is the chief customer for 
paper and pulp. 

Always a large exporter, Canada _in- 
creased her national output through the 
war years by 55 per cent. She invested 
$1,200,000,000 in industrial plants and 
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THE U.S. WAS CONCERNED ABOUT THE FUTURE OF ITS 


increased the volume of her agricultural 
production by 36 per cent. To support 
her high rate of industrial and farm pro- 
duction in 1946, Canada exported 25 
per cent of her total output, while in the 
same year the rate for the U.S. was only 
6 per cent. 

At the present time, Canadian busi- 
ness is running into an unexpected bot- 
tleneck caused by an acute shortage of 
boxcars. The absence of rolling stock hits 
particularly the paper and pulp indus- 
tries, since.priority on boxcars is being 
given to the movement of grains to At- 
lantic ports for shipment to Europe. The 
slowdown threatened by the lack of 
freight cars will curtail the earning of 
U.S. dollars and, as a consequence, will 
aggravate the unbalance in trade with 
dollar countries. 

If Canada cannot maintain her level of 
exports, the purchasing power at home 
will shrink, hitting both production and 
prices inside the country. That, in turn, 
would reduce Canadian purchases in the 
U.S. During the current year, however, 
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the credits that have been made available 
by Canada will assure a large volume of 
exports. 

@ The crucial -year will be 1948. Then 
Canada’s credits to other countries will 
be about exhausted and further credits 
may be resisted. At the same time, U. S. 
credits abroad are likely to decline from 
the high level of the immediate postwar 
years. Europe and Asia will not yet be 
earning enough dollars to buy the ex- 
ports of the U.S. and Canada. 

A main hope of averting a slump in 
Canadian trade turns toward the financ- 
ing of international trade by the World 
Bank and Fund. They were created to 
make all currencies freely convertible and 
to supply long-term capital to needy na- 
tions. If the two agencies can make 
enough credit available to European coun- 
tries in 1948, the big flow of goods from 
Canada to Europe will continue. 

Thus, the future of Canada in her role 
as one of the world’s biggest trading na- 
tions is tied closely to the future of the 
International Bank and Fund. 


MARCH 11, 1947 e 21 








1944 


1945 


1946 


® CONSTRUCTION | 
IN B.C. 





CONSTRUCTION UP! 


A survey conducted for the first 
ten months of 1946 showed build- 
ing permits issued totalled 
$55,537,473, as compared with 
$27,565,353 for the same period in 
1945. Builders estimate that when 
the total for 1946 is totalled up 
the figure will reach approxima- 
tely $65,000,000. This is almost 
twice that of 1945 and three 
times that of 1944. 
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ee. enjoys year-round golf 


NEW TRADE DEALS 
BOOM BRITISH 
COLUMBIA BUSINESS 


Millions of matches daily pour 


from the shiny new Victoria plant. 


of Western Match Company, 
recently established in British 
Columbia’s capital city. President 
is Edwin G. Smith, golf-loving 
executive of the company and 
one-time president of the Cana- 
dian Daily Newspapers Associa- 
tion. Western Match located in 
Victoria to cash in on the growing 
domestic market of Western 
Canada. Primary producing prov- 
inces of adjacent Alberta, Sask- 
atchewan and Manitoba represent 
expanding market of over 34 
millions with money to .buy. 
Big factor, though, in locating in 
British Columbia is profit possi- 
bilities out across the blue Pacific. 


Industrial Canada is on _ the 
move. Export is one reason why. 


moving to BC 











PACIFIC TRADE IS 
ONE REASON WHY! 


Western Match Company is 
typical of the hundreds of new 
plants that have set up shop in 
this great Province of unlimited 
raw materials and profit possibili- 
ties. They produce the first 
matches ever made in quantity in 
Western Canada ... matches to 
light the lamps of China... 
cigars of South America ... 
brown-wrapped cigarettes of the 
Philippines ... and, perhaps, the 
pipes of Russia. 


Millions of potential consumers 
across the Pacific Ocean are 
looking to British Columbia for 
the necessities and luxuries that 
will ring cash registers for manu- 
facturers in Canada’s temperate 
region. 


Money is plentiful in the Orient 
today ... merchandise is scarce. 
British Columbia sits almost in 
the lap of this centre of purchas- 
ing power. Pins or pianos .. . 
matches or mowing machines... 
tools or toys ... the demand is 
there with cash on the barrele 
head. 


With your factory situated in 
British Columbia this market is 
yours ... and British Columbia 
Electric delivers the goods in 
abundant cheap hydro-electric 
power... temperate climate gives 
you low building, maintenance 
and fuel costs ... all-year golfing 


. . . shipping facilities on Pacific 
tide-water are second to none. 





























BELGIUM CUTS -PRICES 
BY FLOODING MARKET 


Nation given head start in output 
of goods by financial reserves and 
because war damages were limited 


Reported from BRUSSELS 
and WASHINGTON 


Something strange to postwar Eu- 
rope is happening in Belgium. Inflation is 
slowing down to a walk; prices show signs 
of leveling off. You can buy almost any- 
thing you want, including new cars and 
other imported luxury goods. 

The Belgian Government is mak- 
ing little attempt to persuade people to 
spend their money for needed capital 
goods such as industrial machinery and 
transportation equipment. Belgians may 
even spend their money for wines and 
fineries. 

Belgium’s plenty is in glaring contrast 
with the austerity programs of Britain, 
France and most of Europe. Some visitors 
come away with the impression that 
Belgium is squandering her resources in 
a short-lived spree that must surely end 
in bankruptcy. 
€ The answer to such pessimism comes 
from the shrewd businessmen of Bel- 
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gium, who keep their eyes on the figures 
that give an index of the country’s re- 
covery. 

The Belgian franc is becoming one of 
the world’s stronger currencies. Six 
months ago, it was worth 85 to the dol- 
lar on the black market. Now its value 
has increased, so that a dollar will buy 
only 49. This is getting close to the off- 
cial rate of 42. 

Currency circulation has increased very 
slightly in the last year. The Bank of 
Belgium has doubled its holdings of cur- 
rency of other countries in the last 12 
months. The Bank's reserve of gold is 
not being drained off appreciably. 

Cost of living still is inching up, but 
more slowly in recent months. Rising 
costs of imports make it difficult to bring 
inflation to a dead stop. 

@ How Belgium does it is the interesting 
story of an experiment in a return to 
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—Black Star 


WHERE BLACK HAS TURNED TO GREY 
Uncontrolled prices on the “grey market” are sanctioned by the Government 


old-fashioned business practices at a time 
when most countries are counting heavi- 
ly on elaborate controls and belt tighten- 
ing to get back on their feet. The Belgian 
Government is attacking the problem of 
scarcity and high prices by flooding the 
market. 

Manufactured goods in a number of 
categories, are becoming so plentiful that 
black markets find no profit in dealing in 
them. The Government is hastening de- 
flation by declaring obligatory reductions 
in price of certain commodities as fast 
as they come into plentiful supply. 

Latest cut is a 10 per cent reduction 
.in the retail price of textiles, hardware, 
leather goods and paper. These are 
items that account for 15 to 20 per cent 
of workers’ expenditures. The aim is to 
reduce the cost of living by 2 to 4 per 
cent, and thus to counteract demands for 
higher wages that could lead to new 
inflation. 

Food prices are harder to hold down 
because it is more difficult to throw large 
quantities on the market. Here the Gov- 
ernment of Belgium follows a compro- 
mise policy. | 

Some food is rationed at controlled 
prices. The rest is sold at uncontrolled 
prices on the “grey” market, which the 
Government allows to flourish. Belgian 
authorities take the realistic view that 
any attempt to eliminate the grey market 
while shortages continue would only 
drive up prices further and make black 
marketing that much more profitable. 
@ A head start in recovery is one reason 
why Belgium has been able to make such 
good progress with such freewheeling 
methods. 

War damage was relatively moderate. 
Most of Belgium was liberated in less 
than a week of fighting. © 

Financial position of Belgium remained 
strong throughout the war, in spite of 
four years of occupation. Millions of dol- 
lars were earned by wartime exports 
from the Belgian Congo. Millions more 
were earned in the last year of the war, 
when Belgium herself served as a base 
for the Anglo-American forces. The coun- 
try came out of the war with a Lend- 
Lease balance of $700,000,000 in her 
favor. 

Belgian industry never was _ wholly 
converted to war production. Shortages, 
accordingly, were less acute in the period 
immediately after liberation than in other 
countries of Europe. 

By playing these high cards with skill, 
Belgium is re-establishing her position as 
the wealthiest of the small countries in 
the world—to the considerable astonish- 
ment and envy of her austerity-ridden 
neighbors. 
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BOUNDARY CLAIMS 
AGAINST GERMANY 
















































A much shrunken Germany is certain to 
emerge from the wringer of peacemaking. The 
current sessidns in Moscow and the further con- 


job of carving a new Germany. In place of an in- 
curable and recurrent aggressor, the aim is a 
state tailor-made for long-term peace in Europe. 

The Worldgraph shows the border changes 
sought by Germany's neighbors. Except for the 
proposals for Poland and Russia, the territorial 
losses to Germany are minor in extent. These 
minor changes are drawn to round out the 
strategic integrity and economic unity of states 
that have a common boundary with Germany. 

In addition to the areas drafted on the World- 
graph map, there is some sentiment in Denmark 
for the recovery of territory originally Danish in 
German Schleswig, down to the Kiel Canal, but 
this has not been made a formal claim. 

Dutch claims (1) include territory at the mouth 
of the Ems and the offshore Island of Borkum, 
which would round out reclamation plans. Ex- 
tending south, the border would be straightened 
and shortened. The 1,750 square kilometers 
added to the Netherlands would include oil fields 
and coal mines. 

Belgium wants to straighten one curve in her 
boundary (2), eliminating a German peninsula 
that now cuts across a Belgian railway line. 

An advance of the Luxembourg frontier (3) 
ranging up to five kilometers would give the 
Duchy a watershed needed for a proposed dam 
and a railroad line now within Germany. 

French claims (4) to the Saar stop short of 
actual annexation, but would give France effec- 
tive control over Saar resources and industries. 

Czechoslovakian border revisions (5), up to 15 
kilometers deep, would push the boundary from 
the Sudeten mountain tops to the valley floors to 
the West, providing better fields of fire for border 
defenses. 

Poland’s vast claims (6) of 40,000 square miles 
are proposed to compensate her for 70,000 
square miles that Russia took from Poland. The 
arrangement amounts to a westward displace- 
ment of the Polish nation. 

Russia’s demand (7) for the Northern half of 
East Prussia gives the Soviets Konigsberg and 
complete strategic control of the Eastern Baltic, 
including the Bay of Danzig. Both the Russian 
and Polish claims already are taken up, and 
treaty provisions merely will ratify a situation 
already existing. 
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(Bilateral pacts linking Great Brit- 
ain, Russia and France have de- 
veloped to such a point that a triple 
alliance cementing three of the Big 
Four now is emerging as a possible 


aid to a peace settlement. U.S. 
policy, however, remains pinned to 
the United Nations, 

(Does the trend toward such alli- 
ances, reached through agreements 
between only two nations, mean that 
the powers consider the U.N. in- 
effective as an instrument for collec- 
tive security? WORLD REPORT 
seeks an answer to this question in an 
analysis of the motives behind the 
pacts and the proposed triple alli- 
ance, together with an estimate of the 
situation thus created.) 


ITHIN. RECENT WEEKS, Great Brit- 
\4 ain and Russia have engaged in 
discussions looking toward revision of 
the Anglo-Soviet alliance of 1942. 
France already is linked to Russia by a 
pact signed in 1944. Now there is agree- 
ment on a Franco-British pact.’ End 
purpose of the three pacts is the same— 
to provide for mutual assistance in put- 
ting down any new threat of aggression 
from Germany. 

Inevitably these alliances, drawing a 
ring around Germany, led to the idea 
of a triple alliance, by no means the first 
that Europe has known. Such an alli- 
ance could prove to be a great contribu- 
tion to a European settlement. Certainly 
it could serve to dispel Russia's 
suspicions of the Anglo-French alliance 
as an instrument directed against Rus- 
sia. To understand the value and the 
dangers in such an alliance, however, it 
is necessary to examine the bilateral 
pacts out of which it would grow. 

These bilateral arrangements, in their 
present form, may not be inconsistent 
with the United Nations Charter. Not 
only does the Charter permit “regional 
arrangements, provided they are 
clearly subordinate to the U. N., but it 
also permits the victorious powers to 
take what steps they like in respect to 
“any state which, during the Second 
World War, has been an enemy of any 
signatory to the present Charter.” 

The stated purpose of both the 
Franco-Russian and the Anglo-Russian 


alliances is to provide security for these 
powers against a threat from Germany 
until such time as the U.N. has sufficient 
authority to take over this function. The 
French pact with the Soviet Union calls 
for action “in full conformity with the 
aims adopted by the United Nations.” 
The Anglo-Russian alliance is even more 
explicit. It states: 

“The high contracting parties declare 
their desire to unite with other like- 
minded states in adopting proposals for 
common action to preserve peace and 
resist aggression in the postwar period.” 

Moreover, when Britain and Russia 
“by mutual agreement shall recognize” 
that their plans to assist each other 
against attack by Germany are “super- 
seded” by the unification of other states 
for security, the provisions for mutual 
assistance are to be considered dead. 
Otherwise, they are to last for at least 
20 years. 


ANGLO-RUSSIAN DISPUTE 


In an effort to ease the growing strain 
between Great Britain and the Soviet 
Union early last year, the British Foreign 
Secretary, Ernest Bevin, informed Rus- 
sia that Britain was prepared to fix the 
duration of the Anglo-Soviet alliance at 
50 instead of 20 years. The Russians did 
not reply to this offer, nor was the status 
of the treaty raised again until January 
of this year. 


At the end of 1946, Bevin made a 


radio speech in which he stated that 
Great Britain “does not tie herself to 
anybody, except in regard to her obliga- 
tions under the Charter.” When Field 
Marshal Viscount Bernard Montgomery 
visited Moscow in January, Premier 
Joseph Stalin expressed the fear, in view 
of Bevin’s remarks, that the Anglo- 
Soviet Alliance was considered dead by 
London. A few days later, the Moscow 
newspaper Pravda publicly declared 
that “Bevin has renounced the Anglo- 
Soviet treaty of mutual assistance.” 
Bevin replied with a personal mes- 
sage to Stalin. He said that, while Brit- 
ain’s policy was based on the U.N. or- 
ganization, he did not consider that the 
U. N. “superseded” the alliance. He said 
a formal statement by the British Gov- 
ernment would clarify Britain’s posi- 


BILATERAL AGREEMENTS 
AND UNITED NATIONS 


tion. This statement reaffirmed the alli- 
ance and said in part: 

“The fact that both governments wish 
to make the United Nations organiza- 
tion into an effective buttress of interna- 
tional security does not mean that the 
treaty lapses merely because the United 
Nations organization has come into be- 
ing. Moreover, no security agreements 
have vet been adopted under Article 43 
of the Charter such as could possibly be 
held to justify its suppression.” 

The Article of the Charter to which 
the British referred is that calling for 
agreements placing armed forces of the 
U.N. at the disposition of the Security 
Council. These agreements are blocked 
in the Military Staff Committee of the 
Security Council, which has been en- 
gaged in discussing the subject for 
nearly a year. 

Stalin replied that Bevin’s message 
and the statement of the British Gov- 
ernment “completely explains the affair 
and does not leave room for misunder- 
standings.” He continued: 

“It is now clear that you and I share 
the same viewpoint with regard to the 
Anglo-Soviet Treaty. 

“As regard the extension of the 
Anglo-Soviet Treaty, to which special 
reference is made in the British Gov- 
ernment’s statement, I must say that, if 
one is to speak seriously of such an 
extension, then, before exténding this 
treaty, it is necessary to change it, 
freeing it from the reservations 
which weaken this treaty. Only after 
such a procedure would it be possible 
to talk seriously of an extension of 
the treaty.” , 

The “reservations” that Stalin wants 
removed from -the alliance were not 
otherwise designated. He may desire to 
eliminate the suggestion that the U. N. 
eventually is to supersede the mutual- 
assistance provisions of the pact. He also 
may seek to broaden the pact, now op- 
erative only in the event of attaek by 
Germany and its wartime allies, into a 
genefal military alliance. 

In any case, it is clear that Russia 
and Great Britain both regard the ma- 
chinery for peace and security now 
provided by the United Nations as in- 
sufficient and look to bilateral pacts 
for more safety. Both recognize that the 
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Delay in Establishment of Collective Security 
Increases Trend Toward Two-Nation Pacts 


U.N. now lacks the “teeth” to deal 
with aggression. 

Shortly after this exchange, the For- 
eign Affairs Committee of the French 
National Assembly unanimously ap- 
proved the French Government's text 
for a Franco-British alliance. French 
Communists were uncertain as to what 
policy they would adopt toward tbe 
British pact, but finally approved it 
when assured that its terms would differ 
little from the Franco-Soviet pact. 

There is nothing new in the Russian 
view of the respective virtues of bi- 
lateral pacts and the U. N. Charter. As 
the Russians see it, the U.N. can be 
effective only if there is mutual agree- 
ment among the great powers. Russia 
would prefer to limit these powers to 
the Big Two—the U. S. and Russia. Fail- 
ing this, Russia wants to be protected 
by bilateral pacts, but views with 
suspicion any such pacts to which she is 
not a signatory. 

What many Britons see behind the 
recent exchange over the Anglo-Rus- 
sian Alliance is an attempt by Russia 
to woo Britain away from her friend- 
ship with the United States. To the 
Russians. the U.S.-British alliance, 
though unwritten, is a very real thing. 
They note that the two countries are 
following conimon policies, such as the 
standardization of arms and military 
organization. They find a 2-to-1 vote 
against them when the three powers dis- 
cuss the U.N. or the peace treaties. 
In this solidarity, the Russians profess 
to see a threat to their security. 


SOVIET FEARS 


The only written agreement binding © 


the U.S. close to Britain is the Charter 
of the United Nations. Russians are 
taught to look with suspicion on U.S. 


and British professions of faith in the 


Charter as possible maneuvers to enable 
the two powers to strengthen their own 
joint action against Russia. 

Of the many dangers confronting the 
U.N., one of the greatest is the possi- 
bility that Russia may come to regard 
the organization as nothing more than 
an instrument of power in the hands of 
the U.S. and Britain. Russia, unlike 
the U.S., was a member of the old 
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League of Nations. In December 1939, 
three months after Germany invaded 
Poland, the League expelled Russia for 
its refusal to accept mediation in the 
Russo-Finnish War. The Soviet Union, 
the only member ever expelled from 
the League, still looks upon this act as 
the work of Britain and France, con- 


sidered by her the masters of the 


League. Russia’s preference for bilateral 
pacts now suggests that her view of the 
U. N. is becoming similar to ker opinion 
of the League. 

More immediate thréats to the future 
of the U. N. are arising from the efforts 
of the powers to organize Europe along 
the lines’ each prefers. When the war 
ended, a great power vacuum was left 
in Western Europe. France, though 
now striving to achieve a planned come- 
back, still is unable to fill this vacuum. 
As a result, Russia, on the one hand, 
and Britain, supported by the U. S., on 
the other, are seeking to reorganize 


Europe along lines that will give each: 


the security they desire. 

In this period of bargaining, so long 
protracted that it creates dangers for 
permanent peace, Russia already has or- 
ganized Eastern Europe into a series of 
satellite governments, stretching from 
Poland on the Baltic to Albania at the 
entrance of the Adriatic. To obtain se- 
curity, a word sometimes confused with 
“influence,” Russia is counting both on 
Communist parties, such as those in 
France and Italy, and on bilateral alli- 
ances that are military in character. 

Reaction of the Western powers to 
this policy has been toward an organiza- 
tion of that part of Western Europe 
lying outside the Russian orbit. The 
Russians believe the merger of the U. S. 
and British zones in Germany to be but 
the beginning of an anti-Communist 
bloc which, tomorrow if not today, may 
serve the United States and Great 
Britain as a European bridgehead for 
attack on the Soviet Union. Talk of an 
anti-Soviet bloc increases as the ne- 
gotiations toward European settlement 
drag on. 

Against this background, the growth 
of bilateral alliances takes on a char- 
acter that bodes little good for the U. N. 
plan for collective security. There is 
every reason to believe in the sincerity 


+ 


of Prime Minister Clement Attlee’s state- 
ment to the first session of the General 
Assembly of the U.'N.: “The United 
Nations must become the overriding fac- 
tor in foreign policy.” But Attlee’s Gov- 
ernment now considers the U. N. to be 
so weak that it cannot deal with the 
threat that might rise from a restored 
Germany, now defeated and divided. 
The danger that some Britons see is 
that Russia may take a reborn Germany 
as an ally against Britain. Russia fears 
that Britain may do the same thing 
against the Soviet Union. 

This gloomy view of the future of 
security has not been lost on the smaller 
states. France, in addition to her agree- 
ment on a treaty with Britain and her 
alliance with Russia, has just signed an 
alliance with Czechoslovakia. Negotia- 
tions for a Franco-Polish treaty, once 
interrupted by the French, have been 
resumed. Moscow is encouraging 
Czechoslovakia and Poland to sign an 
alliance that will end the enmity be- 
tween those two countries. dating back 
to 1938, when Poland seized Tetschen 
from Czechoslovakia as the Nazis took 
the Sudetenland. 


THE DANGER AHEAD 


The texts of all these treaties declare 
them to be “within the framework” of 
the United Nations. It is true that the 
Charter looks upon “regional arrange- 
ments or agencies” as aids to the main- 
tenance of peace and security. But it is 
also true that it was not the intention 
of the nations at San Francisco to en- 
courage either bilateral treaties or mili- 
tarv alliances that could one day super- 
sede the U.N. as the “last ditch” of 
security. 

The future of world security thus re- 
mains dependent upon the relationship 
among the U.S., Russia and Britain. 
Currently, the world looks to the Four 
Power Conference at Moscow to show 
the trend, but more conferences are to 
come. If, in the end, a settlement that 
is not just “an agreement to disagree” 
emerges from these conferences, the 
bilateral treaties certainly can be fitted 
into the collective security plans of the 
United Nations. If such an agreement is 
not forthcoming, it is not only possible, 
but probable, that blocs and bilateral 
treaties now held to be only “stopgaps” 
will themselves supersede the Charter. 
Should this come to pass, the world 
may look back at history to see how 
well alliances and bilateral treaties have 
kept the peace. 
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WORLD BANK AND FUND OVERCOME 
FALSE STARTS, GET DOWN TO WORK 


Pool of $15,500,000,000 available 
to finance reconstruction. First help 
may go to France, Denmark, Chile 


An international pool of more than 
$15,000,000,000 now is being put to 
work in an effort to straighten the path 
of world recovery. 

First beneficiaries are expected to 
be France, Denmark and Chile. They 
are to get®*loans totaling $590,000,000 
from the International Bank for Recon- 
struction and Development. The credits 
will bolster the economies of all three 
countries. 

Sharing the Bank’s control of the 
money in the pool is the International 
Monetary Fund, which on March 1 
started its work of stabilizing exchange 
rates of members currencies. Both in- 
stitutions are offspring of the Bretton 
Woods Conference held three years ago. 
Forty of the United Nations are members 
of the Bank and Fund. 

@ The Bank now is able to shift into 
high gear after having been stalled by 
lack of a president. 

Selection of John J. McCloy, a new 
York lawyer who was the Assistant Sec- 
retary of War under Franklin D. Roose- 
velt, clears the way for the sale of World 
Bank securities to American investors. 
Proceeds of such loans will be re-lent to 
member nations, while much of the 
Bank’s resources will be held in reserve 
for meeting obligations in the event of 
emergencies. 

New U.S. director of the Bank is 
Eugene Black, who has been a vice 
president of the Chase National Bank of 
New York. He succeeds Emilio Collado, 
a former State Department officer, who 
participated in the Bretton Woods meet- 
ings. 

New vice president for the Bank is 
Robert L. Garner, a banker and business- 
man. He succeeds the late Harold D. 
Smith, who died soon after resigning 
from the Bank staff. 

The new officials from New York pro- 
vide a top command for an organization 
that has been leaderless much of the 
time since it first called on members for 
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payment of initial quotas on their sub- 
scriptions. The Bank’s first president, 
Eugene Meyer, Washington publisher, 
resigned December 18. McCloy and 
Garner are to take office on March 17. 

A marketing division responsible for 
sale of the Bank’s bonds is likely to be 
established as one of McCloy’s first 
changes in the institution’s structure. For 
supervision of the division’s activities he 
will lean heavily on his vice president and 
the new American director. 

The Bank will have to raise at least 

730,000,000 from U.S. investors this 
year if original schedules for 1947 lending 
are to be fulfilled. The probability is that 
more than that will be asked of bond 
buyers in order to retain some of the dol- 
lars in the Bank’s own working capital. 
Available in that fund by midyear will 
be $770,000,000. 

Loan applications now in the Bank’s 
files total more than $2,290,000,000. 
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JOHN McCLOY 
New president of World Bank 


—Harris & Ewing 


Nothing will be done immediately, how- 
ever, on most of these. Members still 
cannot buy many of the things they want 
in the U. S. Consequently, they are apply- 
ing for loans now, but they want to 
spread the money out over several years, 
taking most of it in the future when pur- 
chase prices are more’ to their liking. 

France, Denmark and Chile are the 
first applicants to support their. requests 
with the complete data required by the 
Bank’s rules. 

France has asked for $500,000,000 as 
an integral factor in development of her 
four-year plan for reconstruction and 
industrialization. The Bank probably will 
grant France an initial loan in the neigh- 
borhood of $200,000,000 and then sug- 
gest that a second request be made later 
in the year when funds have been re- 
plenished by the U. S. public. 

France’s financial plight is highlighted 
by the fact that imports last year were 
$1,100,000,000 more than exports. Her 
deficit on trade with the U.S. alone was 
$650,000,000. As a result, France already 
has cut deeply into loans and credits 
from the U.S. Government. By the end 
of 1947, few of those dollars will be left. 

More production is the current keynote 
of the French Government's policy. 
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CAMILLE GUTT 
Heads International Monetary Fund 


Prices have been cut arbitrarily in an 
effort to curb strikes. If output can be 
expanded, France may be able to avoid 
further devaluation of her currency. 

The present rate of 119 francs to the 
U.S. dollar suggest an exchange value 
for the franc higher than is offered on the 
black market. Geared toward increased 
production, however, the French Govern- 
ment is trying to avoid asking for cur- 
rency help from the International Mone- 
tary Fund. 


-@ The Fund is opening its doors with 


more physical resources on hand than 
the Bank has. Members have paid in 
$1,500,000,000 in gold, $750,000,000 in 
their own currencies and the balance of 
the $7,500,000,000 capital in demand 
notes. The Bank leaves 80 per cent of 
its $8,000,000,000 capital with members 
as a reserve, but is to get more money 
from sale of its bonds. 

Stability of world currencies is ex- 
pected to be enhanced by the assembling 
of a supporting fund of real strength. 
Camille Gutt, former Belgian Finance 
Minister, who is managing director of 
the Fund, has expressed the hope that 
his institution’s business can be held to 
a minimum. 

Principal value of the Fund, there- 
fore, may turn out to be the advice it 
can* give members on their economic 
behavior. With full access to trade in- 
formation of many countries, the Fund 
is likely to know better than any individ- 
ual member how that member stands 
currently in the international structure 
of money exchange. 

Costs of help from the Fund are rela- 
tively high and are intended to discour- 
age over-frequent applications for aid. 
Interest rates are high and _ service 
charges are added for any transactions 
in members currencies. 

Field surveys of war-weakened econ- 
omies are being made in many countries 
by research experts of the Fund. Director 
Gutt soon is to leave for Europe, where 
he will consult with officials and business- 
men of six countries, 

Starting cautiously, the Monetary Fund 

is shaping up as a second line of defense 
for the currencies of its members. Its 
policy calls on each member to find 
needed exchange by balancing imports 
with exports. Only in cases of emergency 
is the pool of nearly $7,500,000,000 to 
be drawn upon. 
@| Food and goods are the demands of 
the world today. Growing realization of 
that fact is giving new perspective to the 
World Bank and Fund, which were out- 
lined with glowing promises at Bretton 
Woods. 

But there is realization, too, that money. 
is needed to lubricate the recovery of 
nations and the peacetime trade of the 
future. Surmounting a series of false 


7 shipper has humidity head- 
ache — because his shipment of 
canned goods was damaged by 
excessive airborne moisture while 


at sea. 

And the whole thing could have 
been prevented if someone had 
told him about Cargocaire. 


Sweat Damage is Costly 
Canned goods shipped by water 
often run the danger of costly 
sweat damage. This comes at the 
“dewpoint”’. . . that point at which 
moisture forms. 

During any voyage a ship’s 
cargo may meet its “dewpoint 
danger hour’’—when the weather 
changes. Sweat forms in the hold. 
Moisture condenses on the cargo. 

With canned goods, labels are 
spoiled. Corrosion causes pinholing 
—and in extreme cases “‘leakers’’ 
may occur. 


Cargocaire— For Control 
To avoid humidity headache and 
poor out-turns many shippers use 
only vessels equipped with Cargo- 
caire. 
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Picture of 
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HUMIDITY 
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This modern dehumidification 
and ventilating system eliminates 
““dewpoint danger hours.”’ It oper- 
ates when the moisture content of 
the air approaches the danger 
dewpoint. It preventssweat 
damage to cargoes even when the 
ship passes through constantly 
changing weather-fronts. 


More than 100 vessels of the 
world’s major shipping lines offer 
Cargocaire protection—and the 
size of the Cargocaire Fleet may 
be doubled this year. Its efficiency 
is further proved by the preferen- 
tial cargo insurance benefit pro- 
vided by far-seeing underwriters. 

To put an end to humidity head- 
ache, ask for the services of the 
Cargocaire Technical Advisor. 
There’s no obligation on your part. 





if you ship products endangered by 
label discoloration, cans bulging or 
rusting . . . or if you ship such com- 
modities as coffee, sugar, cocoa, pack- 
aged foods or tobacco, you'll certainly 
want to investigate Cargocaire! 











Cargocatue 


ENGINEERING CORPORATION 


15 PARK ROW, NEW YORK 7, N. Y. 


Washington . Seattle ° 


Gothenburg 


starts, the two institutions are ready to Montreal 
figure prominently in the world finance 


of the next decade. 





Vancouver ’ London ° 
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AMERICA MAY LOSE 
OUTLETS FOR COTTON 


Nations abroad desperately in need 
of staple seek supplies elsewhere 
as production lags in southern U.S. 


The U. S. is in danger of losing its 
world market for cotton as a result of the 
failure of southern plantations to get pro- 
duction back up to prewar volume. 

Nations in desperate need of tex- 
tiles to clothe their populations are anx- 
ious to buy cotton wherever they can get 
it. The situation is leading to a race for 
production between the U.S. and other 
major cotton-growing countries. 

Production of 8,500,000 bales in the 
U.S. last year was far under the yield 
of almost 19,000,000 bales in 1937 and 
well below the 1944 figure of 12,230,000 
bales. 

Last year’s yield per acre was lower 
than at any time since 1936. Toward the 
end of 1946, consumption was running at 
118 per cent of the previous year, while 
the carry-over of reserve stocks was only 
65 per cent of 1945. 

Money, always closely linked with the 
problems of cotton, plays a part in the 
current problem, too. An excess of money 
in the U.S. keeps prices high. Lack of 
enough dollars elsewhere in the world 
cuts down on what other countries can 
buy in the U.S. 

Continued demand for cotton by U. S. 
mills is taking the bulk of current pro- 
duction. That fact cancels out the basis 
that has existed for an export subsidy paid 
by the U.S. Government. 

@ Cotton loans to other countries by the 
U.S. since shipping by sea became safe 
again have done much to cut down the 
supply of cotton in American warehouses. 

An integrated program for handling 
such loans was set up to take advantage 
of an accumulated demand and to re- 
duce the surplus, which was exerting an 
unhealthy pressure on the world price of 
cotton. 

Under the program, the U. S. exported 
7,500,000 bales of low-grade, short-staple 
cotton within two years. Most of these 
shipments came from the 11,000,000-bale 
surplus on hand at the end of 1944. 
Contributing heavily to the surplus was 
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cotton purchased by the Government 
during the depression to aid growers in 
distress. : 

UNRRA bought large amounts of cot- 
ton from the U. S. Government for relief 
purposes in al! parts of the world. These 
purchases, however, had to be held down 
to give first priority to food. 

The Export-Import Bank was called 
upon to provide cotton credits for coun- 
tries that had exhausted their supplies 
during the war and needed new stocks. 
Sale of more than 1,000,000 bales was 
made possible through these loans. 

U.S. occupation armies in Germany 
and Japan also have helped to reduce the 
heavy American stocks. The defeated 
enemies had been good customers for 
U.S. cotton before the war and were 
among the world’s major manufacturers 
of textiles. 

In the last year, 900,000 bales of U. S. 
cotton have been shipped to Japan. And 
Germany soon is to get the balance of a 
schedule of shipments that will total 220,- 
000 bales. 

With a universal shortage of clothing 
impeding world recovery, occupation au- 
thorities urged that raw cotton be shipped 
to Germany and Japan and paid for with 
finished cloth for distribution to needy 
countries. This required an amendment 
to the Potsdam Agreement, which was 
approved after lengthy negotiations in- 
itiated by the U.S. Army. 

_ All this international aid has served to 
reduce the excess of cotton in the U.S. 
The Government's books show a profit on 
the transactions. Now, with crops declin- 
ing, there is concern that stockpiles may 
be too low. 

q] Competition for world markets is to 
intensify as American supplies shrink and 
wartime arrangements for international 
allocations are dissolved. 

Brazil stands to gain if she can main- 
tain production after satisfying domestic 
demand for cloth. Shipments of raw cot- 
ton by Brazil in 1945 amounted to 1,- 


World Demand Shrinks 
U.S. Cotton Surplus 
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471,000 bales, compared with 981,000 
bales in 1939. Production for the 1946-47 
season is estimated at 2,100,000 bales, 
which would be almost 60 per cent more 
than the 1945-46 crop. 

Other countries are cashing in on. the 
short supply of U. S. cotton. 

The British Govermnent, for example, 
is getting substantial supplies from Russia 
and the East Indies. Britain already has 
negotiated tor 476,000 bales of American 
cotton this season and now expects to 
limit its purchases in the U.S. to some- 


- thing around 500,000 bales. Consumption 


of cotton cloth in England has been cut 
by the closing of textile mills caused by 
the fuel crisis. | 

Egypt and India are having troubles in 
restoring production, but, given time, 
should get back to prewar export levels. 
@ World customers are not likely to 
wait for American cotton if they can get 
their supplies from countries that don’t 
require dollars in payment. The problem 
for U.S. growers is whether they can 
increase production before other growers 
capture some of their prewar markets. 







On 


is 
A Wo 
¥ y 





Commodities 


Reg. Appa. for U.S. Pat. Off. 





LUMBER SHORTAGE AGGRAVATES 
BRITAIN’S RECOVERY DIFFICULTIES 


Inability to export coal for timber 
threatens to upset housing program 
and delays modernization of mines 


Reported from 
LONDON 


An acute shortage of timber now 
is adding itself to Great Britain’s many 
woes. Never has the need for lumber 
been so great, and the supply so small. 

The scarcity is showing up in the 
lack of mine props, house beams, rail- 
road ties and in other construction es- 
sential to Britain’s harried economy. 

Large segments of the recovery pro- 

gram, ranging from emergency housing to 
long-term modernization of the coal in- 
dustry, are being thrown off schedule by 
the lag in lumber supplies. Prospects for 
immediate relief are not good. 
@ A world shortage of timber is espe- 
cially disturbing to Britons, who always 
have been dependent largely on imports. 
Now, because of the current fuel crisis 
and the needs of her own industries, Brit- 
ain cannot export the coal which other 
countries must have before they can send 
lumber to England. The results of the 
scarcity are cropping up at every turn. 

Home building represents the most im- 
mediate need, and it is becoming doubtful 
if enough lumber will be available in 
1947 to meet the year’s housing goals. 

About 240,000 permanent homes and 
60,000 temporary houses—the last of the 
postwar program for emergency units— 
are scheduled for completion this year. 
But 1947’s supply of softwood probably 
will fall short of requirements by 147,000 
British standards of four tons, or 1,980 
board feet, each. There are indications 
that most of this shortage will be taken 
up by cutting lumber allocations for hous- 
ing. That could cut 100,000 dwellings off 
the year’s housing goal. 

A continuing shortage of new houses, 
in turn, will affect the mobility of labor. 
Britain’s planners fear it will be increas- 
ingly difficult to get workers settled 
in essential but unattractive industries, 
such as iron foundries and coal mining, 
without comfortable dwellings nearby. 

Furniture workers by the hundreds 
soon may have to look for other jobs as a 


result of the lumber scarcity. Manufac- 
turers of utility furniture took a 25 per 
cent reduction in hardwood allocations 
last September. That was followed by a 
20 per cent cut in December, coupled 
with a 60 per cent reduction in their 
supply of softwood. Now it appears that 
the industry's 120,000 workers will have 
to go on a shortef work week, or that 
many of them will have to find other jobs. 
Homeowners who want to repair their 
homes are limited to the use of domestic 
timber, which makes up an insignificant 
portion of Britain’s total supply. 
Substitute materials to relieve the tim- 
ber shortage are not available. Use of 
steel to replace lumber is limited by the 
tightening situation in steel itself. This al- 
so applies to many other basic materials. 
@ Timber supplies from abroad have 
dwindled sharply from prewar shipments. 
In 1928-29, world timber exports were 
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HOMES FOR BRITAIN’S HOMELESS 


close to 6,000,000 standards. By 1946, the 
volume was down to 2,000,000, of which 
Britain got 800,000. The British now are 
able to buy only a third as much lumber 
as before the war. Aside from Canada, 
her traditional suppliers are sending prac- 
tically nothing. 

Sweden canxot ship more timber until 
Britain can seyd more coal, and that is 
not in prospect. Meanwhile, Sweden must 
use as fuel the lumber that might other- 
wise be sold to England. 

Finland must have iron and steel equip- 
ment for lumbering operations before she 
can increase her exports. 

Russia contracted to supply the British 
with 25,000 standards of softwood, but 
only 10,000 were shipped before winter 
closed the Russian ports. 

U.S. shipments of hardwood are only 

10 per cent of prewar quantities. 
@ New supplies are being sought every- 
where. British representatives are can- 
vassing about 40 countries, trying to buy 
wood at almost any price. Timber stands 
in the colonies have been surveyed for 
future development. In the long run, 
these efforts may mean more lumber for 
Britain, but it is doubtful if supplies can 
be increased fast enough to erase the 
shortage for this year. 
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Will lumber scarcity slow the building program? 
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EUROPE’S WORST WINTER 


The toll taken by the 1947 winter in Europe will 
never be added up. Summaries and reports now avail- 
able, however, make clear that its destruction has been 
comparable to that of war. From the Mediterranean to 
the Arctic, low temperatures and heavy snowfalls have 
toppled records that had stood for nearly a century. 
Fuel shortages, aftermath of the war, multiplied the 
resulting human hardships and economic confusion. 

In Berlin, the weekly casualty list from freezing 
averaged 10 deaths, 30 hospital cases and 3,000 frostbite 
victims. In Stockholm, one sixth of the population fell 
victim to a winter-borne flu epidemic. But throughout 
the Continent, deaths of which the cold was an indirect 
cause went uncounted, the suffering in heatless homes 
and shelters went unmeasured. 

Storms turned the seas around Northern Europe into 
barriers instead of lanes of commerce. In Britain, in- 


dustrial activity was brought to a standstill. Abnormal 
freezing of rivers and canals caused a weekly\Joss of 
250,000 tons of essential supplies in Germasty’s \Rubg 
Valley and ‘the adjacent areas linked by such intand 
waterways. Only Belgium, which adhered rigidly to a 
Spartan policy of giving industrial power priority over 
domestic heating, maintained her level of industry. Crop 
losses ranged from widespread destruction of winter 
wheat by freezing to extensive flood damage in Southern 
Spain and Portugal. 

Most severe and dramatic losses were those sustained 
by Britain’s tightly knit and already strained economy. 
The first two pages of the Photo Report highlight some 
of the worst blows that winter dealt on the Continent 
of Europe. The. three pages that follow outline the 
devious and — impact of Europe’s worst winter 
on life in England. 
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ENGLAND: ARCTIC LIFE 
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OVERTIME brought no time-and-a-half to harassed offi- 
cials of the Fuel Ministry when Britain ran out of coal. 
They snatched cat naps beneath slogans suddenly obsolete. 
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FARMERS in Kent had to excavate their Brussels sprouts 
and cabbages. In England such hardy vegetables are left in 
the fields until winter, then gathered and sent to market. 
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OVERCOATS and candelabra brought home to members 
of the Central Electricity Board in London the urgency of 
problems that confronted them during the fuel crisis. 
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FREIGHT TRAINS stopped running and the circulatory 
system of industrial England came to a halt. Locomotives 
in tandem could barely push through the deep drifts. 


| Keystone 
IN THE EMERGENCY, any available source of electric 
power was tapped. This submarine hooked into shore-side 
cables, sent current to Naval dockyards from its generators. 





THIS YORKSHIRE ROAD was typical of highway con- 
ditions over a wide area. When the truck convoy stuck fast 
it stayed stuck until the roadway was opened with shovels. 
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BREAD consigned to a Derbyshire village made the last 
two miles of the journey on this sled. Motive power was 
furnished by the village postmaster and a friend, who 





—Keystone 
TO KEEP WHEELS TURNING when electricity went 
off in this London factory, the bicycle was linked to the 
machine and pedal-power was used to keep up production. 








—Keystone 
trudged throu ugh the snow to where the truck had stuck in 
the drifts and dragged thet. fie cargo back to the 
village. Many towns were cut oft from power, fuel and food. 
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FOOD BOMBS, loaded with bread instead of ex- 
age ay were used to supply villages so completely cut off 
the snow that plows and shovels could not reach them. 
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—British Combine : : | —International 
WHILE ENGLAND CRIED for more coal, Yorkshire DRIFTED SNOW all but buried small cottages. This 
mines had to cut production because trucks could got get |§ woman couldn’t get out of her home until a tunnel was 
through the snow to receive the coal from mine conveyors. dug through 12-foot drifts that blocked her front door. 





—internationsl 
SHOVELING was an all but universal occupation when —_ worst aftermath of the winter is the dent put in Britain’s 
the worst blizzard in 50 years ushered in February, and _— industrial production, a setback that will take many 
again when deep snows ushered out the month. The months of extra work and hardships to make up for. 
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BRITISH NOBLEMAN who three years 
A ago was called on to save India 
from Japanese invasion is returning to the 
scene of his wartime command on an 
even more difficult assignment. He is 
Viscount Louis Mountbatten of Burma, 
Britain's new, and probably the last, Vice- 
roy of India. ; 

As the “last” Viceroy, it will be Mount- 
batten’s duty to prepare a troubled India 
for the complete freedom Britain’s Labor 
Government has promised her by June of 
1948. As head of His Majesty’s caretaker 
government, he will be responsible for 
maintaining law and order in a country 
that contains nearly 20 per cent of the 
world’s population and is seething with 
religious, political and economic unrest. 

Mountbatten is accustomed to difficult 
assignments. He commanded a destroyer 
Hotilla in Britain’s darkest days, directed 
the dramatic commando raids on Europe 
and drove the Japanese out of Burma. To 
preside over liquidation of British rule in 
India may be the most distasteful task of 
his career, since he is the great-grandson 
of Queen Victoria, who 89 years ago 
added the brilliant jewel, India, to the 
British imperial crown. 

Countless headaches are included with 
Mountbatten’s $75,000-a-year _ salary. 
The major one is the threat of civil war 
between India’s 250,000,000 Hindus and 
92,000,000 Moslems. Mountbatten’s main 
mission is to see that the India that Brit- 
ain frees has a government friendly to 
London. 

Britain today needs India’s trade more 

than ever before and also must see that 
the vacuum left by her departure is not 
filled by an unfriendly power. 
@ In World War II, as commander for 
Southeast Asia, Mountbatten remained 
aloof from Indian politics. While his head- 
quarters was in Delhi he stayed on 
friendly terms with Indian leaders, even 
though the Hindus sometimes obstructed 
the war effort. As soon as possible, how- 
ever, he moved his command from India 
to Ceylon. 

Early in 1944, Mountbatten’s 14th 
Army checked an all-out attempt by the 
Japanese to invade India. Now that In- 
dia’s independence has been assured, his 
efforts to save India are more appreciated 
than they were when many Indians be- 
lieved the conquest of their country by 
the Japanese would mean no more than 
the substitution of one master for another. 

Mountbatten won a reputation in India 
through his objective dealings with na- 
tionalist groups in nearby Burma. The 
Burmese gave Mountbatten important as- 
sistance in the reconquest of their country 
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MOUNTBATTEN: Last Viceroy 


and in turn he helped them get their now 
promised self-government. 

Japan's sudden surrender robbed 
Mountbatten of his biggest wartime un- 
dertaking. He had planned to invade Ma- 


laya and Singapore on Sept. 9, 1945. After’ 


waiting two years, he had obtained suffi- 
cient amphibious equipment, had massed 
250,000 Empire troops and had ample 
naval support for the operation. 

Plans were changed and Mountbatten 
was ordered to prepare for the thankless 
occupation of Indochina, Malaya, Siam 
and the Dutch East Indies. In Southeast 
Asia there were 738,000 Japanese troops 
to be disarmed, and 500,000 Allied pris- 
oners of war and civilian internees to be 
liberated and hospitalized. Hunger and 
unrest were rampant among the native 
populace. 

The “supremo’s” headquarters at the 

Cathay Building in Singapore became 
busier than it was in Ceylon or India dur- 
ing the war. It was in Singapore last year 
that Mountbatten became acquainted 
with Pandit Jawaharlal Nehru, present 
head of India’s interim government and 
one of the men who will hold his closest 
attention as Viceroy. 
@ In World War I, Mountbatten as a 
young naval officer fought at Jutland. 
After the war he married Erwina Annette 
Cynthia Ashley, “the richest girl in Eng- 
land,” went on frequent trips to India 
and other parts of the Empire with his 
cousin, the Prince of Wales; wrote an “In- 
troduction of Polo,” and entertained at 
lavish parties. 

When war clouds reappeared over Eu- 
rope, Mountbatten gave up his carefree 
social life and, when war began, was 
commanding a destroyer flotilla. Twice 
his flagship was hit and in the defense of 
Crete was sunk with heavy casualties. 

Winston Churchill, former Prime Min- 
ister, who named Mountbatten chief 
of combined operations and was respon- 
sible for his appointment as Supreme 
Commander of Allied Forces in Southeast 


PRICE: New Efficiency 


HE UNITED NATIONS is looking to 
Byron Price to clean up the multi- 
tude of administrative problems that have 
been hampering operations for many 
months. It has a fiscal crisis to drop in 
his lap. And it expects him to supervise 
arrangements for speedy construction of 
U. N.’s skyscraper home in New York. 
So Price is stepping into no sinecure in 
becoming Assistant Secretary-General of 
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HAIL AND FAREWELL 
His best hope, a friendly parting 


Asia, describes Mountbatten as a sea 
fighter who has smelled more German 
gunpowder in two world wars than any 
other naval commander in British service. 

The handsome Mountbatten is 6 feet, 
4 inches tall, has broad shoulders and a 
firm jaw. He genuinely likes people and 
readily commands the devotion of those 
serving under him. 

Indians lack of enthusiasm over 
Mountbatten’s appointment as Viceroy 
may possibly be explained in a statement 
attributed to the late Gen. Joseph W. 
Stilwell while he was Mountbatten’s chief 
of staff. The story is that Stilwell and 
other U.S. officers were discussing the 
stand-offishness of certain senior officers 
of the British command in India. 

One of Stilwell’s officers said: “But, 
General, you must admit that Lord Louis 
is a hell_of a nice guy.” 

“Yes,” replied Stilwell, “that’s what 
makes him so dangerous.” 


Man for the U.N. 


the U.N. for Administrative and Finan- 
cial Affairs. 

The U. N.’s Secretary-General, Trygve 
Lie, considers the job “one of the most 
trying posts in the world” and was highly 
elated when he persuaded Price to accept 
the appointment. 

@ A tested administrator, Price has 
shown outstanding ability in his past 
work as executive news editor of the As- 
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ENCYCLOPEDIA 


That Grows Every Day 


“INDISPENSABLE”—W =m. L. Shirer 


@ The only weekly news service which 
grows into an encyclopedia. This unique 
news service digests and cross indexes 
without bias all the important news of 
70 newspapers, 10 magazines and hun- 
dreds of Government releases into just 
25 minutes of reading a week. 








NO BIAS—JUST FACTS 


At a glance you can tell 
what happened in every im- 
portant international situ- 
ation, you can read the 

facts of every industrial, 
tagger Bor political and domestic news 
bias event without any editorial 
® Covers 70} coloring whatsoever. 


newspapers, 10 
magazines and COMPLETELY 
CROSS INDEXED 


hundreds of news 
releases 
Sey een to} FACTS ON FILE cross in- 
read all the do- | dexes every major topic for 
mestic and inter- | future reference and grows 
preneceenenlansinen into an annual encyclo- 
pedia of news history. You 
can keep informed without stacks of maga- 
zines and clippings. Weekly news and index 
service, $45.00 a year. Bound volumes are 
available from 1941 through 1946, $20.00 each. 
Send for fully descriptive free booklet today. 


FACTS ON FILE - 


Nen?, 2003, 516 Fifth Ave., New York 18, N. Y. 


@® Completely 
cross indexed 
@ Find any tact 
of the tast 6 
years in sec 


@ Edited weekly 


























REGULAR DIRECT FLIGHTS 
YORK 


a 
«HAVANA 


/.. CARACAS 
every MONDAY 


every WEDNESDAY 
every FRIDAY 


at 6 P.M. 


New, luxurious Constella- 
tions and DC-4's wing you 
speedily and comfertably in 
as little as 5 hours to Ha- 
vana and || hours to Cara- 
cas. And you fly all the 
way from New York with- 
out changing planes! 





See your Travel Agent or 
L.A. V., Hotel Sherry 
Netherland, New York 
22—PLaza 9-6500-1. 
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sociated Press.” as the U.S. Director of 
Censorship during World War II, and 
more recently as vice president of the Mo- 
tion Picture Producers and Distributors 
Association. 

In the course of his career, Price has 
acquired considerable experience in per- 
sonnel matters and labor-management re- 
lations—knowledge that should be valua- 
ble in remedying the discontent existing 
among U.N. employes. 

@ The staff discontent, which is one of 

Price’s first problems, arises from dis- 
satisfaction among the U. N.’s employes 
over salaries and working conditions. 
Workers have been complaining that the 
rate of pay is lower than for comparable 
jobs in the New York area. Too much 
overtime is another complaint. e 

Besides these issues, many workers 
from other countries are dissatisfied be- 
cause they find it difficult to live in the 
U. S. under present conditions. The grind 
of commuting from New York to the 
temporary headquarters of the U.N. at 
Lake Success seems to irritate most of 
the staff. And the question has been 
raised whether the United Nations is 
employing a disproportionate number of 
U.S. citizens. 

While dealing with all these ques- 
tions, Price faces an equally important 
job in raising the level of efficiency among 
the personnel of the Secretariat. Until the 
dead wood on the staff is weeded out, 
efficiency is not going to imiprove. 

@ The financial crisis: now brewing 
promises to add fresh complications to 
the whole staff situation. 

U.N. activity has been on a greater 
scale than provided for in its budget, and 
some budgetary allotments have been ex- 
ceeded. 

Recently some meetings have had to 
be postponed because there was not 
enough moncy in the quarter's. alloca- 
tion for overtime to pay the staff. 

The financial problem is one on which 


Price will work closely with Secretary- . 


General Lie, for ultimately a broad ques- 
tion of policy is involved. The question 
is whether the U. N. program should be 
cut and the money saved be used to hire 
more people to handle the existing work 
load, or whether the program should 
stand and a way be found to get along 
with less service from the Secretariat staff. 
@ Speeding construction of a perma- 
nent home for the U. N. on the site along 
New York’s East River might seem, at 
first glance, a relatively minor chore for 
the 55-year-old Price when compared 
with his personnel and fiscal problems. 
Actually, this responsibility involves fresh 
complications. The major question is how 
the cost of the skyscraper headquarters 
is to be financed. expeditiously, plus the 
criticism of a major group of U.S. archi- 
tects that the chosen site is “seriously 
inadequate.” 

@ Complexities of the problems that 
confront Price speak for themselves. His 


ability to cope with them can be gauged 
only by the character of his past perform- 
ances. It is significant, however, that Sec- 
retary-General Lie was so impressed 
with Price after a single meeting that he 
was convinced he had found the man 
who could fill the post that is considered 
the most important in the unofficial 
“Cabinet” of the U.N. Secretariat. Lie 
believes that the eight men who make 
this “Cabinet” should be at least of the 
caliber that could command portfolios in 
a major nation, and in Price he feels he 
has such a man. 

q@ U.N. allegiance, which all members 
of the Secretariat are supposed to em- 
brace in putting aside their national senti- 
ments, probably will come easier for Price 
than for many of his colleagues. His news- 
paper experience has conditioned him to 
think in international terms. And he has 
been concerned with -strictly objective 
news reporting, where the facts are per- 
mitted to speak for themselves without 
partisan or biased coloring, regardless of 
who was hurt or benefited. 

As an executive editor directing a 
world-wide news agency, Price had to 
deal with hundreds of jealous and com- 
petitive clients. They represented all 
shades of political preferences, creeds 
and regional prejudices. Yet he was able 
to keep them satisfied. : 

If Price can duplicate that job in the 
U. N. under present conditions, it will be 
a major achievement. At least the na- 
tions that are his bosses are a lot fewer 
than the publishers he had to satisfy as 
a newspaperman, and the employes he 
must worry about number less than his 
old news staff. 

Even so, Price is taking on plenty of 
trouble in joining the U.N., and the 
smooth functioning of the organization 
in the future depends a lot on how well 
and quickly he can improve matters. 
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NEWEST WORLD CITIZEN 
His assignment: troubles and crises 
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Costa Rica prepares to supplement revenues 


by increasing the number of income taxpayers 


SAN JOSE 

_— UNITED STATES taxpayers 

hopefully are eying proposed re- 

ductions in income taxes, Costa Ricans 

—with sour faces—are preparing to pay 
more taxes, 

Government finance is this Central 
American Republic’s No. 1 problem and 
President Teodoro Picado is looking to 
income-tax payments to solve it. Until 
a few weeks ago, only some 850 Costa 
Ricans paid income taxes, out of 25,000 
potential taxpayers. And the Government 
was almost broke. 

The Government's liquor monopoly, 
customs receipts and banana tax, main 
sources of revenue, were not bringing in 
enough cash. Foreign trade was down 
because Costa Ricans couldn't buy every- 
thing they wanted from the United 
States and other countries. Loans from 
private sources were,not sufficient. 

Something had to be ‘done, and was 
done. A broadened income-tax law was 
passed that took in a goodly portion of 
the 25,000 potential taxpayers. Business 
and agricultural interests protested vig- 
orously. They said Costa Rica’s indus- 
trial and agricultural development would 
be retarded. The Government thought 
otherwise, and the law went into effect. 

The new tax starts on incomes of 30,- 
000 to 50,000 colones (roughly $5,000 
to $8,250) at 10 per cent and increases 
up to 15 per cent on all incomes of 
500,000 colones and up. 

President Picado believes the tax will 
stimulate agriculture, aid Costa Rica in 
producing the food she needs, and re- 
duce the importation of staple commodi- 
ties. He says large holdings of land have 
been kept uncultivated and unproductive 
because the owners didn’t have to worry 
about taxes. Now, he believes, such hold- 
ings will be put into production or be 
sold to people who will work them. 

Picado expects ‘that the tax stimulant 
will cause Costa Ricans to raise more of 
the sugar, tobacco, corn, beans, rice and 
potatoes the population needs, and more 
coffee, bananas and cacao to export. 

Costa Rica is reputed to be one of the 
most democratic of all countries, and I 
found it lived up to that reputation when 
I went, to see President Picado and find 
out something about Costa Rican affairs. 
To see the President, all you have to do 


is to knock on the front door of his Presi- 
dential Palace—a modest, wooden build- 
ing near the much more imposing rail- 
road station—and you are greeted by 
Napoleon Cruz, his secretary. 

Cruz takes your card and ushers you 
into a small waiting room lined with red 
plush seats, an epitome of democracy in 
actior. Costa Ricans, waiting to see their 
President, have come as they were, some 
barefooted, some with open shirts, some 
in business suits, two or three wearing 
striped trousers. 

A brief wait and President Picado 
came out, welcomed me, and invited me 
into his office. The President has a strik- 
ing appearance, made more arresting by 
a goatee that gives him the air of a 
benevolent Mephistopheles. 





Finns make the best of 


in uphill campaign for 


HELSINKI 
N LANDING at Helsinki, you get a 
momentary impression that your 
plane has come down in Soviet Russia. 
Russian officers are on duty, a picture of 
Generalissimo Stalin graces the waiting 
room at the airport and the clock is on 
Moscow time. 

When you realize it is really Helsinki, 
you cant help remembering that seven 
years ago Finns tore pictures of Stalin 
into shreds and stamped on them in the 


Life Around the World 


Picado said that Costa Rica has the 
usual world problems, high prices and 
shortages. But, he added, the country is 
better off than many—“and I hope the 
price of coffee stays up!” 

After answering questions concerning 
Government finances and the new in- 
come tax, the President proudly told me 
the first benefit from the new tax was 
increased pay for schoolteachers. Costa 
Rica has 5,000 teachers and less than 
1,000 soldiers and policemen. 

The little Republic, smaller than West 
Virginia, has a population of 725,000, 80 
per cent of whom are pure white, one 
of the highest such ratios in Latin Amer- 
ica. The remaining 20 per cent are mostly 
mesi.7 less than 1,000 Indians, and 
some Negroes on the banana farms. 

A considerable percentage of the Gov- 
ernment’s revenues is invested in educa- 
tion. Schools are free. Primary education 
is compulsory. Literacy is high. One farm 
employing 150 Costa Rican workers re- 
ported that 148 signed their names on 
the pay roll. Only two had to use “X” 
marks. 

Picado is anxious for additional reve- 
nue, not only to keep the Government 
finances in better condition, but to help 
finance a $35,000,000 public works 
program—schools, hospitals, highways, 
bridges, irrigation projects. 

Costa Ricans believe the United States 
is interested in their country’s well-being 


-since, aside from American good neigh- 


borliness, between 75 and 80 per cent 
of all imports come from the U. S. Before 
the war, it was only 48 per cent. You see 
some Mexican textiles, some English 
bicycles, a few European typewriters, 
but other imports have “U.S.A.” all over 
them. M. H. 


their shortages 


economic recovery 


streets of Helsinki, Turku and Rovaniemi. 
Old women, refusing to go to: air-raid 
shelters, shook angry fists at Red bomb- 
ers sweeping through the skies. 

Since then, Finland has lost two wars 
to Russia. Russian control of the Finnish 
capital's airport is one of the penalties. 
Finns hope to regain eventually com- 
plete control of the field and its facilities. 
In the meantime, air traffic is confined 
to the Swedish air line from Stockholm, 
Russian planes from Moscow, and a 
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| Aave You 
WORLD-WIDE 
DISTRIBUTION 


for your Products? 


Export-Minded Manufacturers should pre- 
pare now and set aside some percentage of 
their production toward developing a per- 
manent export market for their products. 


PANAMCO LTD., through its carefully 
selected Representatives in every major 
trade center abroad, is prepared to extend 
its facilities to -manufacturers desiring to 
enter the export field. 


Access to International Trade is offered 
to you on your regular domestic terms 
_plus these advantages: 


@ Full payment by us in New York. 

® No financial or exchange risks: 

® No shipping difficulties. 

® License formalities taken care of by us. 


Write or call for more compléte details. 


PANAMCO LTD. 
Established 1910 
39 Broadway New York City 
Telephone: WHitehali 3-6784 











ORDER NOW! 
World Report Index. 


The index to Volume 1 of 
World Report—covering the issues 
from May 23, 1946 to December 
31, 1946—is now being prepared, 
and will be ready for distribution 
shortly. 





It will refer you easily and quick- 
ly to all the information which has 
been printed on any subject, any 
country, any individual. Contains a 
complete list of all the special 
World Report maps, Worldgraphs, 
and Photo Reports which Volume 1 
contains. 


The price is 50 cents a copy. 
In ordering, please indicate wheth- 
er or not you wish to be placed on 
the mailing list to receive all future 
indexes as published. World Report 
indexes will be published every six 
months, as each volume is com- 
pleted. 
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weekly British courier plane. The Finns 
themselves use a smaller airport for in- 
ternal air traffic, all that they now are. 
permitted to handle. 

Sharp as is this first impression of a 
little bit of Russia, it diminishes as you 
go into Helsinki. Although the Russian 
Reparations Mission, numbering more 
than 200, occupies all of the 14-story 
Torni Hotel, one rarely sees a Russian 
uniform on the streets of the capital. 
Most of the Russians wear civilian dress, 
and are lost among the citys 350,000 
residents. In uniform or civvies, the Rus- 
sians keep to themselves, stay out of 
public restaurants and bars. There are 
no “occupation troops” and Finland thus 
is not an “occupied country.” 

Russian troops are on hand, however, 
on Kotka Island, which guards Helsinki 
harbor, and which the Soviet Union 
holds “on lease.” Also Russia has an 
extensive intelligence service working 
closely with Finnish Communists. 

Outwardly Helsinki is little changed 
after seven years of war, a short peace 
and war again. Bomb damage was negli- 
gible. Shop windows are filled with 
gaily colored merchandise—toys, souve- 
nirs, some jewelry trinkets. The quality 
is poor and the vivid colors are deliber- 
ate attempts to cause one to overlook 
that fact. The things people need in 
their everyday life are hard to get. A tiny 
packet of darning thread, with needle, 
for instance, costs 50 cents when avail- 
able. 

As elsewhere in Europe, there is a 
shortage of textiles. The Finns, however, 
are still well and warmly dressed. The 
traditional fur cap of the Northland and 
fur coats are seen everywhere. Most of 
the women wear boots over their shoes, 
as they did before the war, and the 
heavy woolen or thick cotton stockings 
which rigors of the Finnish winter re- 
quire. 

Outside the black market, food is not 
luxurious but—with a heavy proportion 
of potatoes—is adequate. Factory and 
shop employes are paid sufficiently good 
wages to meet the high prices. White- 
collar workers, however, have a more 
difficult time to make both ends meet. 

An old friend entertained me at dinner 
(probably making an extra effort) and 
served an excellent meal: sill (herring) 
and chopped mushrooms, potatoes, bread 
and butter, meat balls with gravy and 
lindenberry sauce. There was no dessert 
since the Finns lack sugar and have no 
fruit. The real coffee (from the United 
States) was a special treat. 

What coal there is goes to industry. 
Most of the trains burn wood, as they 
did through the war. Except for a few 
privileged hotels, the maximum heat in 
business houses and homes is 50 degrees. 
The woman of the house, where I was 
entertained, kept her fur cape and boots 
on through dinner. 

There is a housing shortage, but no 


one is out in the cold. Most of the 300.- 
000 Karelians, evacuated from territory 
lost to the Russians, have jobs in factories 
or on farms and have found homes some- 
where. Nearly 30,000 aged persons, 
orphans and sick are receiving state care. 

The black market is an openly accepted 
part of life. The legal restaurant meal, 
for instance, costs about $1. But the one 
that everyone orders runs from $7 to $12 
at legal rates of exchange, or from $2 to 
$4 if paid for in “black” currency. The 
legal menu, which no one seemed to be 
ordering, provided a soup, a fish and 
vegetables, bread and butter, and a bit of 
cheese. This required ration tickets. 

Served openly and without ration 
tickets, the best black market meal I ate 
included hors d'oeuvres consisting of 
sill, dill pickles, potatoes, bread and 
butter, delicious smoked whitefish, 
smoked eel, dried salmon with an egg on 
top, cheese, sliced cold meats, and caviar. 
This was followed by a hamburger steak 
with an egg on top, potatoes and a vege- 
table. Schnapps, distilled from wood and 
not too good, was the drink. Coffee was 
provided from personal supplies. The cost 
for four: $45 at the legal rate of exchange, 
or $18 in black Danish crowns, or $9 in 
Swedish currency, or $12 in U.S. cur- 
rency, or U.S. cigarettes that cost $2.50. 

The Finns get only 10 packs of ciga- 
rettes a month, part in American brands 
but mostly Finnish. Half of each cigarette 
is a filter. As in most European countries, 
the Finns will pay more for cigarettes 
than anything else. 

A unique element in the black market 
in Finland is that it extends to chewing 
gum, All in all, I found little luxury in 
Finland. But the people are getting along. 
There is full employment. There is vir- 
tually no complaining, although problems 
are arising in labor questions. Left to 
themselves, the Finns easily might emerge 
from most hardships within a year or so. 
Theirs, however, is the fate of a defeated 
nation and the future is not entirely 
within their control. T. H. 
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The Hoover mission sees things in Germany the way the U.S. Army does..... 

Western Germany is going to need a lot of help for at least a year and a 
half. The cost to the U.S. taxpayer of needed food, fertilizer, seed and petro=- 
ileum products will be almost $500,000,000. ‘ 

But, as German exports are re-established, U.S. taxpayers should gradually 
be paid back. Hoover considers this a loan, a prior lien on Western Germany, 
Something to be paid back before reparations. 

That would put reparations payments about five years off. 

‘ Such a concept may be open to dispute, may lead to much wrangling at Moscow. 








But, at home, the Hoover stamp of approval on the broad outlines of U.S. 
occupation policy means easier acceptance of the burden and Republican support. 

This independent appraisal also will bolster British backing for the pro- 
gram. This is important, considering the present state of affairs in Britain. 








Timing of the Hoover report is significant in view of the Moscow Conference. 

It is expected to produce solidarity and bipartisan support for the U.S. 
economic policy in Germany. This strengthens Secretary Marshall's hand. 

To U.S. businessmen, it means that real efforts will be made to revive 
Germany's trade abroad and that internal conditions in Western Germany should be 
improved. But much depends on Britain's staying power and Russia's attitude. 

: } 

The Hoover recommendation for increasing rations for certain segments of 
the German population right now may present difficulties. Crowding more pota- 
toes or more grain on U.S. railroads and ships for shipment to Germany will be 
hard to arrange. The saturation point has about beem reached. 











Rations in hungry countries may have to be cut this spring..... 

Reason is the U.S. is scraping the bottom of the wheat bin. Shipments of 
U.S. wheat, at high levels now, will be cut sharply in May and June. By the end 
of April, wheat stocks in the U.S. will be at minimum levels. 

Canadian and Argentine wheat will continue to move during May and June. But, 
for many importing countries, it will be a case of stretching supplies until their 
new harvests are gathered. Hardest hit will be Poland, Romania, Italy, China. 

Meanwhile, the U.S. State Department favors U.S. relief to selected coun- 
tries. That is, labeled relief with proper publicity and safeguards. In Poland 
and Hungary, it will look like a piece of bait shoved under the Iron Curtain. 





(over) 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


A scramble for copper is COMING. «eee 

U. S. users are beginning to get nervous about the prospects. Their require- 
ments this year may be 1,500,000 tons. U.S. production, if there are no strikes, 
may be 1,000,000 tons. Government stocks and purchases total about 100,000 tons. 

The difference of 400,000 tons must be bought abroad. 

But all imports of copper are liable for an excise tax of 4 cents a pound. 
That means, at present prices, that Chilean copper would cost U.S. importers a 
whopping 21% cents a pound. During the war, when the gap between Supply and 
demand was much wider, Chilean copper cost only about 15 cents a pound. 

So, copper fabricators are beginning to press for suspension,or elimination 
of the import duty on copper, which has outlived its usefulness. But, even if 
they are successful, there will be a squeeze in copper. 

Most of the U.S. buying pressure will be on Chile and Canada; most of the 
Rhodesian and Belgian Congo production already is tied up by Britain and others. 

Never before have private users in the U.S. had to compete in world mar- 
kets for large amounts of copper. Before the war, the U.S. was self-sufficient. 
Heavy military use of copper severely depleted U.S. deposits during the war. 

















The situation in lead is similar. To meet the demand, about 200,000 tons 
will have to be imported into the U.S. this year. Prices are scooting up, 
reaching all-time highs. The end of the trend is not yet in sight. 





Serious aspect of the metals situation is that the U.S. is pacemaker. 

Other countries either must follow along or do without essential metals. 

For example, U.S. fabricators must have more lead. They necessarily bid 
up the price on the world market, freezing out other users who can't pay as much. 

But lead is necessary right now, particularly in Europe, for rebuilding, 
painting, for making storage batteries and other necessities. 

It's clear that the U.S. will pay through the nose for nonferrous ectals, 
but will get them. Other countries may have to wait. 














In South America, both Argentina and Brazil are making significant moves. 

Argentina continues to enmesh neighbors in her trade sphere. As predicted 
discussions with Bolivia regarding trade and economic agreements are beginning. 

Presumption is that a credit will be offered Bolivia, probably related to 
increasing her oil production. Also, some sort of customs union may be set up. 








Brazil, meanwhile, ta at tematinn Washington's attention..... 

Bilateral agreements have just been negotiated by Brazil with Argentina, 
Chile and Paraguay. These agreements provide for the annual sale of 112,000,000 
yards of Brazilian cotton textiles to these countries for a period of six years. 

Preference will be given by each country to imports of Brazilian textiles. 
But each country is free to buy elsewhere if Brazilian prices are above those 
offered by the competition. 

Effects of the agreements on exports of U.S. textiles will be felt shortly. 

Brazil and Chile are Supposed to be in accord with the general principle of 
reducing barriers to world trade. Both participated in the London discussions 


on trade last autumn. Both will attend the Geneva conference on trade in April. 
Preferential arrangements, 














Such as these on textiles are reported to be, 
are outlawed by the trade proposals to be acted on at Géneva next month. 
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BRITISH VIEW ON PALESTINE 


Bevin says President Truman wrecked chance for settlement 


(Following is the official transcript of Foreign Secre- 
tary Ernest Bevin’s-statement on Palestine to the British 
House of Commons, on Feb. 25, 947, together with per- 
tinent interruptions and debate.) 


— COURSE OF EVENTS has led His Majesty's Government 
to decide that the problem of Palestine must be referred 
to the United Nations as outlined in the announcement which 
I made to the House last week. The problem of Palestine is 
a very vexed and complexed one. There is no denying the fact 
that the mandate contained contradictory promises. In the 
first place, it promised the Jews a national home and, in the 
second place, it declaréd that the rights and position of the 
Arabs must be protected. Therefore, it had provided for what 
was virtually an invasion of the country by thousands of im- 
migrants, and at the same time said that this was not to dis- 
turb the people in possession. The question therefore arose 
as to whether this could be accomplished without a conilict 
and events in the last 25 years had proved that it could not. 

The Jews set about colonizing and there is no doubt that 
in the sphere they had developed they had carried out some 
very great experiments. Many of the Arabs, as I shall explain 
later, are involved in those developments, such as citrus grow- 
ing which is vital to the economy of Palestine. As far as 
Jewish development is concerned, everybody in this country 
who has been associated with the affair, certainly up to 
1931, assumed that it was a national home for the Jews about 
which we were talking. I want to remind the House, how- 
ever, that it is not the issue now. All that is over. The issue 
which the United Nations must consider and decide is (1) 
shall the claims of the Jews that Palestine is to be a Jewish 
state be admitted; or (2) shall the claim of the Arabs that 
it is to be an Arab state with safeguards for the Jews under 
the decision for a national home be admitted, or “(3) shall it 
be a Palestinian state in which the interests of both communi- 
ties are as carefully balanced and protected as possible? I 
have put it in that form, because in all negotiations I have 
had to conduct and whatever proposals we have adopted 
today, I come back to these three provisions every time. I 
cannot escape them and I do not think the Colonial Sec- 
retary, who has handled this problem hitherto, however much 
it has been argued, has escaped them. 

It, therefore, raises the issue which has got to be decided 
and we as a mandatory power cannot solve that problem until 
the United Nations have recommended which of these three 
alternatives is to form the basis of the future organization of 
Palestine. We have as a mandatory power had no power to 
make that decision. Nothing that I can find in any of the docu- 
ments either at the League of Nations or in the discussions 
between the great powers at Versailles and after indicates 
that we had that power. The mandate certainly does not 
give it, and the Anglo-American Committce, faced with the 
problem that we have been faced with, came to the view not 
to recommend a Jewish state and everybody who has touched 
the Palestine question is forced back to that every time. I 
really want the House to face up to this problem which His 
Majesty's Government has got to face up to now. In our re- 
cent negotiations, the Colonial Secretary and I, over and 
over again, came up against this fundamental problem. All 
the proposals we have made for the gradual evolution of Pales- 
tine towards independence has been judged by the Arabs 
and the Jews according to the effect they might have and 





White House Statement 


(Text of statement issued by the White House on 
Feb. 26, 1947, in reply to the charges made in the 
House of Commons by British Foreign Secretary 
Ernest Bevin.) 


The impression that has arisen from yesterday’s de- 
bate in the British Parliament that America’s interest . 
in Palestine and the settlement of Jews there is moti- 
vated by partisan and local politics is most unfortunate 
and misleading. 

The President’s statement of Oct. 4, 1946, which was 
referred to in that debate, merely reaffirmed the attitude 
toward Palestine and Jewish immigration into Palestine 
which the United States Government has publicly ex- 
pressed since the summer of 1945. 

This attitude was and is based upon the desire of 
the President to advance a just solution of the Palestine 
problem. Our position on this subject was communicated 
to the British Government by the President in his letter 
to Prime Minister Attlee on Aug. 31, 1945, which was 
publicly released by the President on Nov. 13, 1945, 
when he announced the establishment of the Joint 
Anglo-American Committee of Inquiry. The statement 
of Oct. 4, 1946, reiterated this Government’s position, 
which was already fully known to all parties to the 
Palestine negotiations. 

America’s interest in Palestine is of long and con- 
tinuing standing. It is a deep and abiding interest shared 
by our people without regard to their political affiliation. 











the final decision of the kind of state Palestine is to be when 
it becomes independent, and independent it must become. 
The mandatory power cannot go on forever. 

Let me trace the history of this business since we came 
into office. We gave early consideration to the problem and 
discussed the matter very fully. I do not escape the fact— 
I do not desire to escape it—that when I was a member of 
the Coalition Government with the Rt. Hon. Gentlemen op- 
posite I took my corner in trying to see what solution we 
could find for Palestine, I have a perfectly open mind about 
it. All I want is a settlement, and I want a settlement because 
it is one of those sore spots in the Middle East that may, if 
not settled, lead to much wider trouble—various schemes have 
been evolved in the past, including partition, but all of them 
which have come before me, whether in the -Coalition Gov- 
ernment or in this Government, would have to be put into 
operation by force. That is to say, everybody came to the 
conclusion that we should not get agreement but that we 
would have to come to a decision and then apply force to put 
it into operation. 

His Majesty's Government, after reviewing the situation, 
came to the conclusion rightly or wrongly that, after all the 
force we had seen throughout the world in the last 25 years, 
force applied to this problem would not produce a final 
solution and might create wider difficulties in the Middle 
East, and might indeed start us on a road leading in another 
quarter of a century to another war. That we have had to 
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face, having regard to the importance to the world economy 
of the raw materials and the whole position of the Middle 
East. We therefore proceeded not too hopefully, but with 
the conviction that it was our duty to make the effort to try to 
get a negotiated settlement. To begin with, and I want to 
make this very clear, we agreed that we could not enforce the 
White Paper of 1939 as-a basis for our policy. It has been 
suggested that all that was needed was to tear the White 
Paper up. This raises a very serious question in international 
affairs, one that cannot be approached lightly. Statements 
have often been made in this House and outside that when 
Labor was in opposition they stated that they would not be 
bound by that decision of the Government of the day. But 
there are many precedents. It has always been accepted, in 
international affairs at least, that the party coming into office 
after making such a declaration does not just tear up existing 
undertakings but seeks to change them by proper negotiation 
and by substituting another policy. I have to emphasize this 
because this House of Commons did vote for the White Paper. 
It-is true that the Mandates Commission did not indorse it. 

Mr. CLEMENT Davies: Not this: House, a predecessor. 

Mr. Bevin: I always regard this House as continuing from 
eternity to eternity, and I meant it in that sense, I think I 
am right—I did not mean the actual members of this House. 
What I meant was that the House in 1939 did in fact vote 
and the Arabs took that as a decision of the British Parlia- 
MCN. . « Bi 

Really I have to state this because it is fundamental to 
the carrying on of the business of the country. This is not 
a question of continuity of policy but a question of keeping 
one’s word, and indeed if there is one thing I have grown up 
in not merely as a politician but as a trade union leader, it 
is that I have kept my word, whatever the opposition may 
have been. Therefore I told the Arabs quite straight that 
my party declared that they could not be bound by this 
and that a change must be negotiated, and I have pro- 
ceeded on that policy with my Rt. Hon. Friend, the, Colonial 
Secretary, ever since. I think that is a perfectly legitimate 
action to take. 

Thereupon the present question arose, what should the ap- 
proach be? The position had become accentuated by the 
European situation and I thought, with the then Colonial 
Secretary, that the first step which should be taken should be 
—and I agree with the Rt. Hon. Gentleman who corrected me 
the other night about the date—the question was, should 
immigration come to an end at December 31, 1945? I com- 
municated with the Arabs and I told them that I thought it 
should not. My Rt. Hon. Friend, the Colonial Secretary, in 
his Department, took it up with the Arabs in Palestine—I dealt 
with the Arab states—and we agreed that it should continue 
at 1,500 a month. I will not say, and it would be wrong of 
mé to say, that there was an agreement by the Arabs to do 
that, but there was at least acquiescence, and on that ac- 
quiescence in a friendly way we proceeded to issue certificates 
at 1.500 a month. Since we took that decision in December 
of 1945, 21,000 Jewish immigrants have entered Palestine 
over and above the 75,000 for whom the White Paper pro- 
vides. And immigration now is proceeding at the rate of 
18,000 a year. There seems to be an impression everywhere 
that this is an abnormally low rate of entry. But the fact is 
that it has only been exceeded five times in the whole his- 
tory of the mandate—in 1925 and in the first four years of 
the Nazi rule in Germany. In other words, 18,000 a year is 
above the average for the whole mandatory period and I 
must say that I felt, having moved up to that as the first step 
in the opening of negotiations, it was not a bad rate of entry. 
But I think we might have been able to do more for the 
Jews, and have increased this rate at that time, if the bitter- 
ness of feeling which surrounds this problem of immigration 
had not been increased by American pressure for the im- 
mediate admission of 100,000. 

I do not desire to create any ill feeling with the United 
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States; in fact, I have done all I can to promote the best 
possible relations with them, as with other countries, but I 
should have been happier if they had had regard to the fact 
that we were the mandatory power, and we were carrying 
the responsibility: (Hon. Members: “Hear, hear.”) and if 
they had only waited to ask us what we were doing. Then we 
could have informed them but, instead of that, a person 
named Earl Harrison was sent out to their zone in Germany 
collecting certain information, and a report was issued. I 
must say it really destroyed the basis of good feeling that 
we—the Colonial Secretary and I—were endeavoring to pro- 
duce in the Arab states, and it set the whole thing back. 
However, we realized that we had to take American interest 
in this problem into account. We accordingly, having re- 
gard to what they had said, invited them to join us in form- 
ing the Anglo-American Committee of Inquiry. Now I must 
point out that I have been very severely criticized by people 
in the United States for not accepting the Committee’s re- 
port. I was reminded of this when I was over there recently 
almost every day. But none of the report was accepted by 
the United States except one point; namely, the admission 
of 100,000 immigrants. I was perfectly- willing to stand up to 
the problem of the report as a whole, which included 10 
points. I have never gone back on that, but, even if I 
had, as events have turned out, it would not have settled 
the Palestine problem, as I shall show before I sit down, 
we could not undertake this except as a part of the gen- 
eral settlement, and we had to continue our efforts to work 
out policy. 

Our first attempt resulted in the plan for provincial auton- 
omy, and I must remind the House that the Anglo-American 
Committee reported against a Jewish state. Therefore, taking 
the report as a basis, we put forward this provincial autonomy 
plan as a basis for negotiation. We did not lay down—and, if 
I may say so, if other countries with different races and dif- 
ferent religions can \. ork on the cantonal principle, I really 
cannot see why it cannot work in Palestine as elsewhere. We 
then tried to convene a conference on both Arabs and Jews. 
We tried very hard to get the Jews into conference. I inter- 
viewed their representatives in Paris, in London, and I 
tried to persuade them to the best of my ability to come in 
and face the issue with us. I profoundly regret they did not. 
(Hon. Members: “Hear, hear.”) I know—and I do not want 
to set one section of Jews against another—that those who 
have been trained in England and grown up under English 
customs and practice, wanted to come in but the Jewish 
Agency, very largely dominated by New York, would not 
really come in, and it was with gentlemen from there that I 
had to deal so much. They would not join the conference un- 
less, as a prerequisite, we would more or less commit our- 
selves to a Jewish state in advance, whether partition or as a 
whole. How could I? I had to consult Arabs, I had to consult 
and discuss the whole problem and how could any represent- 
ative of His Majesty's Government give an advance declara- 
tion one way or the other? However, we did agree to put any 
plan which the Jewish Agency cared to submit on the agenda 
and to examine it on its merits whatever it involved. The 
proposal I put to them was: “Here is the British plan, there 
is the Arab plan which by then had been drawn up. You 
have your plan. Let us take these three plans and see if out 
of them we can produce a solution.” I knew from experience 
that I could not get them in the same room. That, too, I think 
is regrettable when you have a problem of this character to 
solve. And in this case it was the Arabs who were the greatest 
difficulty. I want to make a balanced statement on this quite 
fairly. They argued that experience of the past was not help- 
ful, but the Jews were willing if I would accept the Jewish 
state, in some form in advance. I could not.do that, so they 
did not come into the conference. Neither could I get them 
into one room. 

I did reach a stage, however, in meeting the Jews sepa- 
rately, in which I advanced the idea of an interim arrange- 
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ment, leading ultimately to self-government. I indicated I 
did not mind whether it was five years, or 10 years, or three 
years, or whatever it was I said to them: “If you will work 
together for three, five or 10 years, it might well be you will 
not want to separate. Let us try to make up the difference.” 
At that stage things looked more hopeful. There wap a 
feeling. I do not think I overestimated it, when they left me 
in the Foreign Office that day that I had the right approach 
at last. But what happened? I went back to the Paris Peace 
Conference, and next day, I believe it was the Day of Atone- 
ment, or a special day of the Jewish religion, I forget which, 
my Rt. Hon. Friend the Prime Minister telephoned me at mid- 
night, and told me that the President of the United States 
was going to issue another statement on the 100,000. I think 
the country and the world ought to know about this. 

I went next morning to the Secretary of State, Mr. Byrnes, 
and told him how far I had got the day before. I believed we 
were on the road, if only they would leave us alone. I begged 
that the statement be not issued, but I was told that if it was 
not issued by Mr. Truman, a competitive statement would be 
issued by Mr. Dewey. In international affairs, I cannot settle 
things if my problem is made the subject of local elections. I 
hope I am not saying anything to cause bad feeling with the 
United States, but I feel so intensely about this. 

A vexed problem like this, with a thousand years of reli- 
gious differences, has to be handled with the greatest detail 
and care. No one knows that more than I do. I have seen 
these tense religious struggles in parts of this country, in 
Ireland, and elsewhere. I know what it involves. It can lead to 
civil war before you know where you are. However, the 
statement was issued, 

I was dealing with Jewish representatives at the time, and 
I had to call it off because the whole thing was spoiled. One 
thing is clear. I had to open the conference with the Arabs 
alone and they put the point to me that they wanted finality. 
They wanted to determine what the future of Palestine is to 
be. The Jews also want finality, provided it takes the form of a 
Jewish state. But they would be prepared to see British rule 
continued as a protecting power, provided it was clearly aim- 
ing at a Jewish sovereign state. The conference was suspended 
at that time. 

The United Nations was meeting in New York. I thought 
that, by being in New York, I could talk to a lot of people, 
and try to help the thing along by meeting people, and so on. 
While there, I discussed the matter with Secretary of State, 
Mr. Byrnes, and at the end he made a public statement say- 
ing that the basis upon which Great Britain was proposing 
to hold the conference, in his view, merited the attendance 
of the Jews as well as the Arabs. Even that, from America, 
produced no results. 

Then ‘came the second session of the conference with the 
Arabs. In view of the difficulty, we agreed to have informal 
talks with the Jewish Agency. We did not press them to come 
into conference. I have been too long a negotiator to stand on 
form, I thought it was better if they could not see their way 
clear to come into the conference, that I should meet them 
informally, and see whether, with my-colleagues, I could get 
over this difficulty. . 

When we met, the Arabs adhered to their plan for a unitary 
independent state in Palestine. They have reiterated at every 
meeting that they have never accepted the Palestine mandate 
nor recognized the legality of the Balfour Declaration. Never- 
theless, they told us they were willing to recognize the re- 
sults of this policy so far as the present residents in Palestine 
were concerned. These include about 600,000 Jews, now 
nearer 700,000 I am told, already living in Palestine 
with 1,200,000 Arabs. I say this in all seriousness. If it were 
only a question of relieving Europe of 100,000 Jews, I be- 
lieve a settlement could be found. I believe a settlement can 
now be found if it is purely the humanitarian problem I have 
to solve. 

Unfortunately, that is not the position. From the Zionist 


point of view, the 100,000 is only,a beginning, and the Jewish 
Agency was in terms of millions. I think the Arabs could be 
persuaded to agree to 100,000 new immigrants, in an orderly 
way, on humanitarian grounds, having regard to the European 
situation—and I emphasize this—immigration after that was to , 
be determined by the elected representatives of the people of 
Palestine. | 

The claim made by the Arabs is a very difficult one to 
answer. Here we in Great Britain, as a House of Commons, 
determine whether the people shall be admitted in the coun- 
try or not. No one else is doing that. Why should an ex- 
ternal agency, largely financed from America, determine how 
many people should come into Palestine, and interfere with 
the economy of the Arabs, who have been there for 2,000 
years? 

This is what I have to face. There may be an answer to 
it, if it is on the merits of how long the respective parties have 
owned the country. But the Arabs say they are not going to 
be pushed out by an external agency, from a country which 
they regard as their own—I am using their words—and in 
which they have been living for just about as long as England 
has been a Christian country. That is what the House has to 
face, and it is a difficult thing to answer. I do not know what 
would happen if there were a lot of Welshmen in America and 
they tried to drive the Englishmen out. There would have to 
be a bufter state. The difficulty would be no doubt intense. 
Under the Arab plan, the Jewish national home—and they 
now accept the national home, although they did not accept 
the Balfour Declaration or the mandate, they will accept the 
national home. 

Mr. KENNETH Linpsay: Does it also mean partition? 

Mr. Bevin: No. I will deal with partition in a moment. 
But they accept the home within a unitary state. That gives 
an Arab majority. I have argued with both Jews and Arabs. 
What is it we have got to solve? Are the Jews a state religion. 
I have got to face the question of Catholics, Mohammedans 
and everybody else, and, really, this is a difficult thing to de- 
cide. I cannot believe that, if there is a unitary state in Pales- 
tine, every Arab will vote for an Arab candidate—he may in 
the first instance—or that every Jew will vote for a Jewish 
candidate. Almost the only constituency in this country which 
returned a Communist candidate was Mile End and their 
member is not exactly a Zionist, and they have a perfect right 
to do so. Now one is elected as a man, as a representative. 
Therefore, one will have Communists, one will have Socialists, 
and it depends on the intelligence of the people whether 
there will be Conservatives. There may be that there will be 
some liberalism, even in Palestine. There is no doubt that 
people will form views which will crystallize. Therefore, the 
Arabs argue, leave it to the intelligence of the people who 
live in the state. ... 

I want to put the other side. The Jews say that if it is 
done, they will be tolerated as a minority. I cannot alter the 
balance of people in a state, that is impossible, any more than 
one can alter it between Nehru and Jinnah today in India. The 
numbers are there and one cannot alter it in any country. 
Then we tried our hand at another plan. Members will have 
seen it in the White Paper. The plan had certain features in 
common to the Anglo-American report and the provincial 
autonomy plan. From the Arab point of view, those proposals 
have the advantage that they placed in Arab hands the 
maintenance of existing safeguards against the dispossession 
of Arab cultivators, and at the end of two years they would 
have given the Arabs a voice in determining the rate of im- 
migration. We proposed to set up a Governors Council, 
and in two years—and this was not based on anything but 
humanitarian principles—96,000 people would have been al- 
lowed from Europe without any question of economic absorp- 
tive capacity. That was a proposal. Afterwards the High Com- 
missioner was to consult a council of both Jews and Arabs, 
and after consulting them he was to decide, on the basis of 
economic absorptive capacity incorporating the words of the 
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Rt. Hon. Member for Wogdford (Mr. Churchill) which he 
included in the 1922 White Paper. 

Mr. JANNER: Will my Rt. Hon. Friend permit me to ask 
one question, a rather important one? What is the proposal 
with regard to the provisions in the mandate of the Jewish 
Agency which is recognized as an international body? 

Mr. Bevin: I will come to that, but the Hon. Member 
is delaying my statement, and I hope that I shall be allowed 
to proceed. We proposed that, if the High Commissioner's 
decision was not accepted by either party, the Secretary- 
General of the United Nations would appoint an arbitration 
tribunal and we, as the mandatory power, would abide by 
the result. Was not that reasonable? What was the answer? 

It was that the proposal was rejected because we proposed 
that the Arabs should be consulted at all. Really, His Ma- 
jesty's Government could not accept a position in which one 
was going to admit people into a country and representatives 
of the people living in it must not be consulted. That was 
really too tall an order, and I really could not, on behalf of 
His Majesty's Government, accept it. 

I am saying this because I am leading up to the point 
where I shall say, at the end, that there is a chance of a 
settlement yet, without going to the United Nations, if people 
will come off their arbitrary positions. I am still open to try. 

Then the other difficulty was that the present Government 
had no roots in the people at all. It is an alien Government 
imposed on the top by a mandatory Government. I do not 
know what previous people who held the Office of Colonial 
Secretary had in their mind, but I am perfectly sure, in the 
_ discussion of this problem during the five years when I was 
in the Coalition Government, it was never intended that we 
should be a mandatory power forever. It was intended to lead 
to something and that the regulation of our relationship with 
Palestine should, in the end, be on a treaty basis and not a 
mandatory basis. That is as I understood it, and I believe 
that there is agreement on that. Therefore, I thought it would 
be a good thing. Suggestions have been put to me over and 
over again by Hon. Members of this House and by Members 
of another place, why not try and establish a British Dominion 
to try to solve the problem? But really it is too late for that. 

A Trusteeship Council has been established,‘and there is 
no other road but the establishment of a trusteeship leading 
to independence from a man@atory position, unless we get 
agreement between the parties, and there was not a chance of 
agreement. Therefore, we proposed a trusteeship for five years 
—for two years with 96,000 immigrants, and arbitration 
after that on the question of the economic absorptive capacity 
—and that we should begin at once by creating municipal 
areas in certain parts of Palestine which would have Jewish 
majorities and others which would have Arab majorities. In 
order to achieve that, we designed our plans to give the 
Jews the benefit of Tel Aviv. It is not realized that 78 per 
cent of the Jews live in Tel Aviv and the balance are on the 
land. It is sometimes assumed that they are all on the land. 
That is not true. They are an urban population. 

Mr. OLIver STANLEY: The Rt. Hon. Gentleman said that 
78 per cent live in Tel Aviv. I do not think he meant that. 
I think he meant they live in urban districts. 

Mr. Bevin: I beg pardon. They live in urban areas. Taking 
the Tel Aviv population with that of other urban areas, we have 
this majority of 78 per cent. It is quite clear that the police 
for the maintenance of order have not roots in the place. We 
suggested devising a police system like our own, which would 
be partly central and partly municipal in the respective areas. 
It would be recruited in a way similar to that adopted in 
Birmingham, suggested so as to begin building up a govern- 
ment with foots in the people ready,to hand over. 

After four years, we suggested a constituent assembly, 
which should endeavor to work out a constitution. If they 
could not succeed—this is not British territory; we hold it 
under trust—we would return to the United Nations and 
ask for their help and advice. We felt that if we could begin 
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self-government, begin getting people to work together, it 
would help to solve the problem. I am convinced that if the 
Jews and the Arabs in Palestine—I emphasize in Palestine— 
are given a.chance to work together, they will work together 
and solve this problem, but if it is to be settled in accordance 
with the Jewish Agency's dictates, it will never be settled. 
I am speaking, I hope, impartially. 

In the Citrus Board, in the trade boards and the various 
boards of commerce, they do work together. If they can work 
together in trade and commerce in that way, personally I 
am convinced that, if given the chance and removed from 
political difficulty, then the Jews and Arabs will develop a 
state of which they can well be proud. That is my view, and 
I am entitled to my view after all these negotiations. We have 
been compelled to maintain a government with which the 
people, as I say, have not been sufficiently associated. We 
therefore tried a new method. It was rejected. 

In the other states of the Middle East where we also 
had a mandate, it has led to self-government in Syria, Leb- 
anon, Iraq and all the rest. I want suggest that the cultural 
development of the Arabs and Jews in Palestine is of as high 
a standard as the cultural development and aptitude for gov- 
ernment to be found in any other Arab states. That being so, 
we rather pinned our faith on developing independence in 
that way. 

If this policy was expressed in connection with any other 
place in the world, I believe this House, the United Nations, 
and everybody else, would say that our policy was right in 
that we were aiming for independence, getting rid of the 
mandate and developing self-government and self-determina- 
tion with proper protection for the rights of any minorities. 


That has been our policy, and I think if this was not Palestine, 


it would have been successful. ... . 

It is said that if we have a unitary state the Jews, as Jews, 
will not be in the United Nations. Really, this is raising a 
very big question. Are we in the United Nations as a re- 
ligion, are we in the United Nations as a people geographi- 
cally situated, or how are we in? If the United Nations 
is to be arrived at a position in which it will have five, 
or six, great religions as dominant factors, then that will be 
a very disturbing situation, and as far as I am concerned at 
any rate— 

[ must raise this issue because really it is fundamental. 
I have to deal with the points put to me by the Jewish Agency, 
and the Jewish Agency says that, as nationals but not as Jews, 
we shall be in the United Nations. I never knew, and I never 
thought that we had promised or done anything to establish 
a situation of that character, but if that is the case, let us do it 
with our eyes open. This is one of the difficulties which I 
see, and I say this because I want both the Jews and the 
Arabs to reconsider their position, 

We are united in the United Nations today as states, and, 
within every state of the Jnited Nations, there are any num- 
ber of religions. It may be different, but that is the situation 
that is put to me, and I hope it will be debated and brought 
out, because it does raise a very serious position, especially 
for a Commonwealth like this, which represents every possible 
phase of people in the world. 

We cannot divide ourselves like that. Therefore, I have 
asked over and over again if it will not be possible to have a 
Palestinian state, and with the ability that is there, the busi- 
ness ability, and it is exceptional and has done remarkably 
well, the statesmanship and the aptitude for government, 
cannot we find a place, through a Palestinian state, to deal 
with these problems in the United Nations from a state point 
of view? That is the question which I should like debated in 
the course of this debate, because it is the issue upon which 
the whole crux of this settlement really depends. I hope it 
will not be dealt with in any spirit of prejudice because we 
have to face these issues, and because, when we go to the 
United Nations next September, these are the issues which 
I suggest are going to come before us. 

















Take the position of Russia. I do not know how many races 
there are in that great territory, covering one seventh of the 
globe, but it is colossal and I have never heard that this 
particular theory has been advanced there. Therefore, I ask 
for consideration of this problem. 

May I now just turn to the question of partition? A good 
many people have said that the way out of the difficulty is 
to have partition. I am sure that if we had agreed to partition, 
we would have had a tremendous row as to where the frontier 
should be. We have drawn frontiers in the provincial auton- 
omy plan, and I have seen the Jewish idea of partition in an 
American paper, but we really cannot make two viable states 
of Palestine however we may try. We cannot do it. We can 
make one viable state, and, so far as I can see, or as far as 
any student of the map could see, the only thing we could 
do would be to transfer the rest nearer to one of the Arab 
states, but I ask what trouble is that going to cause in the 
whole of the Arab world? That will set going a conflict which 
will be worse than the conflict we have tried to settle. 

It has been suggested that we could do it by knitting in 
Trans-Jordan, and it is argued that we carried out partition 
when we created Trans-Jordan. That may be, but, if we try 
now with Palestine, as we know it today, to make it into two 
viable states, I say that we cannot do it. If we try to take 
away the taxable capacity of the best areas of Palestine for 
productive purposes, and that taxation goes entirely to the 
Jewish portion, you cannot expect the others to accept it. You 
cannot expect to make the one state dependent upon some- 
body else. The best partition scheme and the most favorable 
one that I have seen up to now, has the effect that it would 
leave, at the present moment, 450,000 Jews and 360,000 
Arabs in the Jewish state. I put that to the Arabs quite 
frankly, and what was their answer? The Arabs say: “If it 
is wrong for the Jews to be in minority of 33% or 40 per cent, 
in the whole country, what justification is there for putting 
360,000 Arabs under the Jews? What is your answer to that?” 
I have no answer to that. 

You transfer one large issue in solving your problem by 
partition, and there are only two possible consequences. 
Either the Arabs in the partitioned state must always be an 
Arab minority, or else they must be driven out—the one thing 
or the other—and, on that basis, I’m afraid that I should be led, 
and the Government would be led, to a worse position. : 

I have been asked: “Why go to the United Nations?” Any 
remedy that has been put up to the Government in the form 
of creating a Jewish state will lead to one result—the Arab 
states will take you to the United Nations. Supposing we 
partitioned the country now, and the question then went to 
the United Nations. Syria, or some other country, would 
take us to the United Nations, where we should have our 
conduct discussed on the basis of our legal action in carving 
up a state that was not ours, and I venture to suggest, after 
my experiences in New York last year, that Britain would 
be placed in a very funny position. It is indefensible. We can 
discuss all these things, I know, quite easily, but, really, we 
cannot do it. Therefore, the Government tried to get the best 
they could within the mandate, and, in the end, we came to 
the conclusion that this mandate is really unworkable. 

I think we could establish a case that we have carried out 
what the mandate orginally intended, provided that the prob- 
lem had not been accentuated by the Hitler regime. If we 
take the ratio of immigration and development inaccentuated 
by the Hitler regime, I think that the orginal basis of the man- 
date as visualized in 1922, has, in fact, been carried out. What 
we have not been able to do is to meet with this mandate the 
accentuated position created by the Hitler regime and the 
persecution in Germany. That is my view. I believe that con- 
tinuous British governments have done their best all the way 
through. 

The Palestine administration has had one of the most diffi- 
cult tasks of any administration in the world. Sometimes, when 
reading the reports and documents, I wonder how they have 


managed to carry through.*They have had no support from the 
people, and they have been criticized by both sides. I be- 
lieve that they have honestly tried to do their best, and that 
if there has been a failure in dealing with the problem of 
these displaced persons due to Jewish persecution, it has not 
been the Palestine mandate as administered on the original 
basis, which has been the cause of failure; it has been the 
failure of the moral consciousness of international organiza- 
tions to grapple with this problem as a whole, which has left 
the problem as it is at the present time. 

Take the position now. There are 1,000,000 displaced per- 
sons on the Continent. I have said to governments, week after 
week, what is 1,000,000 people out of 4,000,000,000 in the 
world? I have made. the offer—and I make it from this box 
today—that, to get over this problem, we will take a propor- 
tion, together with all the other countries of the world, of 
that 1,000,000 and add them to our population in order to get 
rid of this miserable state of affairs. The thing ought to be 
taken up and grappled with. I pleaded with the United States 
to take in thousands—I do not mean Jews; I do not single 
out Jews, and I do not think they ought to be singled 
out. But all states ought to do it. It is really absurd to 
think that, with all the organization built up for business, 
1,000,000 people could not be thus absorbed. 

That ought to be done, but everywhere I go and every- 
where I turn, nobody wants them. It is a tragedy. They are 
doing something in South America and in some other parts of 
the world, but it is relatively little. I will not mention the name 
of one great statesman in the British Commonwealth who 
came and gave me a half hour’s lecture on the Zionist prob- 
lem. When he had finished I said to him:“How many will you 
take? I will get a ship and send them to you tomorrow.” 
Not one. That is really sympathy without relief. 

We really ought to get rid of this problem, and, if I could 
get back to the contribution on purely humanitarian grounds 
of 100,000—that is, 60,000 more than we are now taking in 
over two years—into Palestine, and if this political fight for a 
Jewish state could be put on one side and we could develop 
self-government by the people resident in Palestine without 
any other political issue, I would be willing to try again. I 


~honestly believe that it could be accomplished. But if the 


attack is made that this is merely the advance proportion com- 
ing out of Europe in order that more millions can be poured in 
so as to get a complete Jewish state, which we have never un- 
dertaken to create, I am afraid—and I say this with great 
sincerity—that will provoke a conflict in the Middle East 
which I do not desire to see. There is enough conflict in the 
world already. I am convinced that, if, as I have said today, 
we can bring the matter back to this contribution to Euro- 
pean suffering, which was where His Majesty’s Government 
originally started to deal with it, then there is a chance of 
solution. 

Finally, there is the question of time. I have been asked 
whether we can do something before September. It is very 
difficult, and I cannot give an answer. I am studying the 
matter to see whether there is any process by which we can 
get it considered earlier, under the Charter. But I must ask- 
for more time on that. I am in consultation with Sir Alexander 
Cadogan, who knows the Charter inside out, to see whether 
anything can be done even now, rather than that it should 


‘go to the United Nations. 


I would prefer that Great Britain, with all her traditions, 
should be allowed to deal with the problem on a humanitarian 
basis. Let us remove the political conflict and get back to 
relieving Europe of these 100,000 people, as we are asked to 
do, and let us be allowed to deal with any further immigrants 
on the basis I have suggested. If there is a dispute, let there 
be arbitration, and, in the quickest possible time, we can 
create an independent state in Palestine where Jew and Arab, 
who nave such traditions and’ have contributed so much 
to the religious and cultural thought of the world, can work 
together and end these century-old conflicts. 
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Britain Pushes Effort 
To Use Atomic Power 


Despite urgent requests from the 
U.S. State Department, Russia will 
not budge from her decision to limit 
to 20 the number of American news 
papermen attending the Moscow 
Conference. The U.S. was so anxious 
to get wider press coverage of the 
Conference that Secretary of State 
Marshall offered to reduce his own 
staff to make room for more reporters. 
At first, the U.S. proposed cutting 10 
from the official delegation if Russia 
would take 20 more reporters. When 
that was rejected, the U.S. offered to 
trade even—10 officials for 10 news- 
men—but the Kremlin said no. 


o 90 0 


Britain’s Labor Government is 
working on plans whereby 20 to 25 
per cent of all industrial power will 
be supplied by atomic energy within 
five to seven years. Atomic work at 
the Harwell experimental plant has 
been speeded up and workers are put- 
ting in overtime daily. The recent 
removal of secrecy restrictions from 
some aspects of atomic development 
in Britain actually doesn’t amount to 
much because the restrictions were 
removed only from routine laboratory 
work. | 


o 0 Oo 


A new British-American film agree- 
ment will be negotiated in the spring 
and the British are expected to insist 
that some restrictions be placed on 
the number of American movies 
shown in the United Kingdom in the 
future. Britain wants to develop fur- 
ther her own film industry, and, at 
the same time, to conserve dollars by 
curtailing all U.S. imports not re- 
garded as absolutely necessary. 


oo 90 


Former President Hoover, while in 
Germany, got a practical demonstra- 
tion of the difficulties a severe winter 
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Intercepts 


Reg. Appd. for U. S. Pat. On 


Cuban President Cuts 
Ties to Communists 


- is causing. Hoover was told that one 


coal train from the Ruhr to Hamburg 
broke down 17 times because of loco- 
motive failure. Later, the engine pull- 
ing the train on which members of 
the Hoover party were riding broke 
down and had to be replaced en route. 


oo 90 


President Grau San Martin of 
Cuba is pulling away from the Com- 
munists after having worked closely 
with them through most of his term. 
Reason for the change is the nersist- 
ent demand of his political hackers 
that he comply with anti-Commu- 
nist promises that contributed to his 
election. Equallv important, however, 
is the fact that he now can muster a 
majoritv in the Cuban Congress with- 
out Communist support. 


o 0 Oo 


The Australian Government is try- 
ing to break up a smuggling ring be- 
lieved responsible for draining sub- 
stantial quantities of gold out of the 
country. Headquarters of the smug- 
glers is in Sydney. The illegal traders 
buy gold at $39 an ounce, $4 ahove 
the official price, and send it to black 
markets in other countries of the Far 
Fast, where it can be sold for as 
much as $97 an ounce. The trade 
violates an Australian law forbidding 
the export of gold. 


o 0 Oo 


Byron Price. as executive assistant 
in charge of U.N. administration. is 


| walking into a job filled with head- 


aches. United Nations employes have 
been protesting for months that their 
salaries are not up to the level for 
private pay rolls in New York. Em- 
ployes from other countries complain 


Russia Reorganizes 
Farm Administration 


that they cannot find adequate or 
congenial living accommodations near 
their jobs. One of Price’s first tasks 
will be to smooth out labor troubles 
inside the world organization. 


o 9o 9 


Occupation authorities in Tokyo 
are urging Washington to establish 
a $200,000,000 revolving fund to stim- 
ulate trade with Japan. The fund 
would be used to purchase materials 
urgently needed for speeding up in- 
dustrial recovery in Japan. 


o 0 90 


Some North American businessmen 
in Argentina are worried that Presi- 
dent Juan D. Perén’s Five-Year Plan 
is so lavish it will attract promoters 
and fly-by-night engineers from the 
U.S., with resultant bungling that 
may harm U.S. business prospects 
there for years to come. 


o oo 98 


Russia has reorganized its agricul- 
tural administration, trving to boost 
collection of grain from the farms. The 
action was taken because of the threat 
of famine implicit in this season’s un- 
favorable crop conditions. Regardless 
of the shake-up, it is not likely that 
Russia’s grain collections will be back 
to prewar averages for another three 
years. 


o 0 90 


Army engineers have just com- 
pleted a reparations survey of Japan. 
It is regarded as doubtful, however, 
whether the Army will issue any sort 
of a directive on the touchy subject 
of reparations until some sort of an 
agreement is reached by the Far 
Eastern Commission, which repre- 
sents all the Allies. Despite pressure 
from Tokyo, many Army officials in- 
sist that the question is diplomatic 
rather than military. 





A SIGNIFICANT CHANGE 


IN AMERICAN BUSINESS 





The present circulation of WORLD REPORT— 
in excess Of 100,000—is more than double pre-pub- 
lication estimates. Why? 


At the end of its first 6 months WORLD REPORT 
had more than twice as many readers as any other 
news magazine had at the end of its first full year. 


Why? 


There’s real significance here for all of us—for 
readers, for advertisers, for us as publishers. Yes, 
and for statesmen in our own and other countries. 
To grasp that significance, look back just a very 
few years: 


Ten years ago a magazine devoted exclusively 
to world aftairs would have been fortunate to 
have 10,000 readers—not 100,000. Ten years 
ago we were just beginning to teel the threat of 
Hitler. Pearl Harbor hadn't happened. Nor 
Hiroshima. Nor Nagasaki. 


In these ten kaleidoscopic years we've come to rec- 
ognize our new responsibilities, to see our widen- 
ing opportunities. Today we know that what any 
nation in the world does, directly affects what we do 
here at home. We've seen the world’s center of 
gravity move clear across an ocean—right to our 
own doorstep. 


THAT IS THE TRUE SIGNIFICANCE 
OF WORLD REPORT'S SUCCESS 


Those executives responsible for guiding the des- 
tinies of America’s diverse industries are fully aware 
of the significance of what has happened. They are 
aware of the significant change in American busi- 
ness. For they themselves are responsible for the 
change and for the new concept of what the change 
means to their companies in simple terms of profit 
and loss. 


The practical man of business no longer thinks of 
‘new markets” merely as colored pins on a sales 
map. He knows that many new markets already in 
the making are tinding ways and means of buying 
America’s products on a vast scale. Already they are 
knocking at the door. 


Businessmen know that-new markets and new outlets 
are coming closer and closer day by day as mod- 
ern transportation shortens distances, lowers costs 
and speeds goods faster and faster over land, water 


and sky. 


The American industrialist, ever resourceful, knows 
that in the foreseeable future expanding trade op- 
portunities with a// the countries of the world will 
mark the difterence between PROFIT and LOSS 
to every business in every one of the 48 states—and 
whether or not a particular company exports a part 
of its production. 


That is the true significance of WORLD REPORT'S acceptance by America’s 
businessmen. It is the true significance of its acceptance by the leaders of American 
thought—scientists, educators, statesmen. For they too know that to live agreeably with 
one’s neighbors there must be an ever expanding interchange of goods and commodi- 
ties—a sound material foundation on which to build mutual-understanding and—per- 
haps eventually—to build an unbreakable peace. 


Forward-looking advertisers who recognize and understand the true significance of 
what is happening before their very eyes have an opportunity, unparalleled in publish- 
ing history, to tell their stories and sell their goods to this most forward-looking group 
of people in America. They are responsible and responsive people—these readers of 


WORLD REPORT. 


WORLD REPORT 


The only magazine of its kind—reporting, interpreting 


and forecasting the 


news of 


international affairs 


WORLD BUSINESS MEANS MORE BUSINESS 
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EXPERIENCE 1S THE BEST TEACHER! 


Millions 
ads . Smoke 
ra - Get. 
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R. J. Reynolds Tobacco Company, Winston. Salen 


EXPERIENCE TAUGHT MILLIONS THE 
DIFFERENCES IN CIGARETTE, QUALITY 





Result: Vany millions more people 
found that they liked Camels best. 


TS ONLY a memory now, the war cigarette shortage 

But it was during that shortage that people found them. 
selves comparing brands whether they intended to or not. 

\nd millions more people found that the rich. full 
flavor of Camel's superb blend of choice tobaccos suited 
their Taste to a “T.” And that their Throats welcomed 
the kind of cool mildness Camels deliver. 

Thus the demand for Camels... alwavs great... grew 
creater still. ..so great that today more people are smok- 
ing Camels than ever before. 





But. no matter how great the demand, this you can he 
“lire of: 


Camel quality is not to be tampered with. Only choice 


tobaccos, properly aged, and blended in the time-honor: «| 
Camel way, are used in Camels. 








According to a recent Nationwide survey: 


More Doctors 
SMOKE CAMELS 


than any other cigarette 


en h, noeenear 

Wher ihree cependent research Organizations 
1< i , 5G7 «i : 

¢ xed 113.597 hoctors What Cigarette do you 
STrpokK¢ Da (>t he hrand 


named most was Camel! 








